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38-story bronze skyscraper at 375 Park Avenue designed by Mies van der Rohe and Philip Johnson. Associate architects: 
Kahn & Jacobs. General contractor: George A. Fuller Company. Architectural metals fabricator: General Bronze Corp. 


BRON Age-old copper alloy in a brand new setting 


There’s a striking new face adorning Manhattan’s skyline these days. It’s 
the world’s first bronze building. Radiating warmth and color, the 38-story 
office building at 375 Park Avenue brings forth intriguing new concepts 
in building design. Massive masonry walls have given way to lightweight 
“curtains” of glass and architectural bronze. 

For bronze endures and endures . . . ages ever so gracefully. But, until 
recently, architectural bronze extrusions were unknown in the large sizes 
needed for a building like this. Formerly, bronze extrusions were confined 
commercially to those whose cross-section would fit in a six-inch circle. 

The extrusion problem was studied intensively by Anaconda’s American 
Brass Company. Working closely with the architects and the architectural 
metals fabricator, Anaconda men found the answer. Then, as principal sup- 
plier, The American Brass Company used its specially designed dies and 
modern extrusion equipment to produce the 26-foot-long I-shaped bronze 
mullions and many other extrusions that helped transform a pace-setting 
architectural concept into a functional and beautiful reality. 


Creativity with bronze is just one more illustration of how Anaconda uses 
its technology to serve industry. Ranging from aluminum to uranium, 
Anaconda’s many areas of endeavor lead the way to ever-expanding 
uses for non-ferrous metals and mill products... and to important attain- 
ments in America’s pattern of progress. 
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The American Bross Compony 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 





The Three-way Benefits of 


Good Telephone Earnings 


They benefit the telephone customer by 


providing the means to expand and improve 
the service and do it economically. 


They benefit employees because they help 
to provide good jobs. 
They benefit the investor by protecting 
his savings and insuring a good and secure 
- return on his investment. 


y : 
oe PS OT tame There is, indeed, no basis for the belief 
amPcovass INVESTORS that keeping telephone earnings low is a sure 
road to keeping rates low. 


Such a philosophy, by limiting progress 
and long-pull economies, will lead almost 
always to the opposite result . . . poorer serv- 
ice at a higher price than the customer would 
otherwise have to pay. 


In all lines of business, it’s the companies 
whose earnings are good that are able to 
make the best products, provide the best 
service, and give the best values. 


BELL TELEPHONE SYSTEM 
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New Idea started helping farmers over 

58 years ago when it introduced the first 
successful mechanical manure spreader. 
Year after year, farmers have bought more 
New Idea spreaders than any other make. 


Thirty years ago, New Idea introduced 

the first successful mechanical corn picker. 
Since 1950—in national, state and Canadian 
contests—New Idea one- and two-row corn 
pickers have established unrivaled 
performance recards. 


Today, New Idea’s factories produce a wide 
variety of farm equipment for soil building, 
haymaking and corn harvesting. Farmers will 
tell you the New Idea name on any piece 

of farm equipment stands for dependability 
advanced design and longer life. 


Avco today—Its products are integral 
parts of the American scene: in homes, on 
farms, in industry, and for defense. 

Its divisions are: 


Lycoming—aviation, marine, industrial 
power plants . . . Crosley—electronics systems 
and aircraft structures ... New Idea and 
Ezee Flow—specialized farm equipment. .. 
Crosley Broadcasting Corporation—the 
WLW Radio and TV Group . . . Moffats, 
Limited (Canada)—commercial gas and 
heating equipment... AK Division— 
kitchen equipment and architectural 
porcelain ... Aveo Research Laboratory 
and Research and Advanced Development 
Division—basie and applied research. 


Avco Manufacturing Corporation 
420 Lexington Avenue, New York, N. Y. 
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under Act of March 3, 


End of the Affair 


At onE Colgate-Palmolive* annual 
stockholders meeting four years 
ago, some foresighted shareholding 
housewives came to meeting armed 
with shopping bags. When it was 
over they happily carted home bags 
full of C-P products, and ene was 
heard to gush: “This is better than 
a supermarket!” At its latest meet- 
ing last month, C-P continued to 
make like a supermarket, but many 
another leading U.S. company had 
apparently de- 

cided to close up 

the free-sample 

shop, clamp down 

hard on free- 

loading. The rea- 

son: economy. 

For years, 
many U.S. firms 
thought nothing 
of expending siz- 
able sums in the 
form of _ gifts 
to stockholders, 
glossy, flossy an- 
nual reports, even 
annual meetings of blow-out pro- 
portions, with luncheons ranging in 
opulence from cold buffets to served 
banquets. Now, however, with the 
economy ailing, corporate brass 
have concluded that the best place 
to start economizing is by cutting 
out the handouts. 

Facts vs. Frills. In so shortening 
their purse strings, these compa- 
nies may have disappointed per- 
ennial annual meeting-goers. But 
they did not necessarily disappoint 
Wall Street. The reverse, in fact. 
Many sobersided financial men 
have long felt that free samples 
and free blowouts were merely an 
undignified diversion to what is 
essentially a serious business. 

What the stockholder really 
needs—so runs this argument—are 
the facts, figures and forthright in- 
formation to make intelligent in- 
vestment decisions. That and to 
have his company as well known 
as possible to brokers, businessmen 
and to the general public. When 
the facts are intelligently dissemi- 
nated, the stockholder is surer of 
a market for his shares should he 
have to sell them, and the company 
is in a better position to raise mon- 
ey when it needs it. 


*For other news of C-P, see page 15. 


The Streeters, in other words, 
differentiate between good stock- 
holder relations and the mere 
frills of good stockholder relations. 
And they were shedding few tears 
last month over the fact that the 
frills were getting short shrift in 
many corporations. 

No Coffee, No TV. Thus, when 
W.R. Grace & Co. shareholders, 
who went home last year with a 
free pound of coffee, convene this 

month, there will 
be no coffee. An- 
other reluctant 
economizer is 
American Ma- 
chine & Foundry, 
which did things 
up brewn fast 
year by linking 
its New York 
meeting with one 
in Chicago via 
closed - circuit 
TV, then treated 
everybody to a 
free lunch. This 
year AMF decided to nix the meal 
and the telecast. 

No less economy-minded are De- 
troit’s automakers. In the grand 
style last year, Ford carted 3,000 
stockholders 30 miles outside De- 
troit to its new Michigan Proving 
Grounds in 60 chartered buses 
Cost: $50,000. Extent of Ford’s fete 
this year: an austere get-together 
in downtown Detroit's Masonic 
Temple 

Not to be outdone are the cost- 
conscious railroads. New York 
Central stockholders, meeting in 
Albany this month, will get the 
Central story in a movie instead of 
the former live closed-circuit TV 
Saving: $10,000. The Southern 
Pacific will save on its annual re- 
port; this year SP’s 16-page booklet 
is devoid of color and pictures. 

Enough companies will continue 
to hand out goodies so that the 
American art of freeloading will 
not fade from the scene. But wher- 
ever such frills have been cut out, 
the indications are that few stock- 
holders object. No squawks on that 
score. But should recession-worried 
managements start to cut back on 
the facts and the genuine public re- 
lations effort, chances are that both 
Wall Street and John Q. Investor 


will soon be heard from. 


Volume 81 
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OUMPLLD 


STATE REAL ESTATE 
NOW AVAILABLE 


for new plants! 


Now, in addition to a wide 
selection of privately-owned 
industrial sites . . . Kentucky 
announces a policy of reserving 
surplus state property for ex- 
clusive sale to sound, progres- 
sive companies. 
This recently completed inven- 
tory contains excellent sites u 
to 1,200 acres—all desirable 
facilities for working and 
living. 
You can complete all transac- 
tions confidentially, in record 
time, and at lowest cost. 
Plant location service . . . 
community resource surveys 
. . « geologic and hydrologic 
data . . . market studies .. . 
all available for the asking. 
“It is the policy of mf Ad- 
ministration to use all legal 
and reasonable means to en- 
courage industry to locate in 
Kentucky and to maintain a 
climate where all business en- 
terprise can prosper.” 


Albert B. ‘Chandler, Governor 
Fer details phone collect: CApital 
7-228), Department of Economic 
Development, Frankfort, Ky., of 
mail this coupon: 


READERS SAY 


Reciprocal Trade: Con & Pro 


Sm: In Malcolm Forbes’ editorial, 
“The Silent Majority” (Forses, April 
| 15), he states that, almost without ex- 
| ception, your reader letters oppose your 
| stand on Reciprocal Trade. He further 
states that he cannot believe this gives a 
true picture of public opinion. 

This reflects your prejudice and stub- 
born refusal to accept anything contrary 
to your opinion... 

—QOscar R. HAUPTMAN 





Alhambra, Calif. 


Since Forses’ last issue, the “silent 
majority” found its collective voice, has 
been deluging us with letters favoring 
reciprocal trade. For a sampling of their 
contents, see below.—Eb. 


| Sir: You have our unqualified support 
for your “free trade” stand. We have 
long recognized that companies benefit- 
ing from high tariffs have produced poor 
| profits and are more than suspect of bad 
| management. 

A return to high tariffs would bring 
| more ruin & destruction to this country 
| economically than all the “Sputniks” 
Russia cares to send up. 

—Henry S. SCHNEIDER 
Springfield, Mo. 





Sir: I was indeed favorably impressed 
by your editorial—so impressed, in fact, 
| that I mailed it to one of our California 
Senators, urging his support of an ex- 
tension of the Reciprocal Trade pro- 
gram. 
I can suggest two possible reasons 
why the ‘majority of letters you re- 
| ceived opposed your position: 1) those 
in support of Reciprocal Trade were just 
lazy about writing; 2) many stockhold- 
ers have received company reports over 
the years which erroneously indicated 
| that these companies would benefit by 
higher tariffs. 
—Mrs. Wiiiiam H. Murray 
Modesto, Calif. 


| Sm: Tariffs are not the only area 
| where the selfish & short-sighted groups 
| outshout the silent supporters of un- 
spectacular but sound policies. I hope 











Dept. of Economic Development 
Capitol Annex Building 
Frankfort, Kentucky 


Please send me preliminary 
information on Kentucky's 
advantages for plant location. 














you will continue to stand against emo- 
tional illogic and also suggest when pos- 
sible the action an individual can take 
to counter the . . . pressure groups... . 


—CriarK M. DriemMeyer 
Brighton, Mass. 


American Potash 


Sir: We should like to point out, with 
regard to your story on U.S. Borax & 
Chemicals (“Dig That Borax,” Forses, 
April 1), that American Potash is far 
from being the No. 1 producer of potash 
products. In fact, our potash output rep- 
resents only about 6 per cent of the total 
industry volume .. . 

Ninety-one per cent of American 
Potash’s sales . . . is approximately 
equally divided between the following 
product groups: boron products; lithium 
chemicals; electrochemicals; sodium 
chemicals; potash and other agricultural 
chemicals. 

Nor can we agree with your statement 
that our “ores” are not nearly as boron- 
rich as those of U.S. Borax. In fact, we 
do not extract boron from ores but from 
the brine of Searles Lake, and we be- 
lieve that on an over-all basis our costs 
per ton of borax are just as favorable as 
those of U.S. Borax. 

—R. J. HEFLER 
Vice President, 
American Potash & Chemical Corp 
Los Angeles, Calif. 


Forses’ apologies to widely diversified, 
boron-rich American Potash.—Eb. 


Brass Hat-Heavy Army 


Sir: I enjoyed your fine article on 
Union Carbide (“Union Carbide’s Year 
of .the Big Gamble,” Forses, April 1). 
However, in speaking of Carbide’s de- 
centralized organization, you stated: “Its 
central headquarters employs a grand 
total of 1,700 men, the equivalent of 45 
men in headquarters for every man in 
the field. It is a proportion of which any 
army could be proud.” 

I have one comment: it must 
been written by a Navy man. 

—JosePH R. BrRosTEeK 


have 


Flushing, N. Y. 


As Reader Brostek rightly points out, 
Forses’ deadline-dulled writer inadver- 
tently gave the ratio a reverse twist.— 


Ep. 
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DOWN TO FUNDAMENTALS. With crude oil supplies steadily increasing, one 


of the basic yardsticks for gauging oil securities loses much of its value. 
does the shrewd investor substitute in its place? 


the complex, confusing and sometimes contradictory world of the oils. 


Forses, 70 Fifth Avenue, New York 11, N. Y. 
Please send me Forses for the period checked: 
0 2 Years $9 
C) Enclosed is remittance of $... 


Pan American and Foreign $4 a year additional. 
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SIXTY YEARS... 
AND THE BEST 
IS YET TO COME 











60 years ago, loading 
freight involved slow, 
back-breaking labor 


and now... 


Goodyear Conveyor Belts Speed Transportation 


In the 1890's, when Goodyear was founded, loading 
of freight, baggage and other cargo was an exhaust- 
ing, time-consuming task. Shipments moved slowly 
because every article, no matter how large or small, 
had to be repeatedly loaded and unloaded by hand. 


Goodyear conveyor belts now help to do this back- 
breaking work, and thereby slash costs and speed ship- 
ments. These rubber-muscled workers help to load and 
unload railroad cars, ships and airplanes rapidly and 
economically . .. haul ore, coal and building materials. 
Goodyear-pioneered “moving sidewalk” belts carry 
passengers through airports and railway stations, add- 
ing comfort and convenience to traveling. 


Planned diversification has produced dozens of other 
types of Goodyear products to serve almost every in- 
dustry. Among them are all sizes of V-belts, some of 
them with running speeds as high as 10,000 feet per 
minute. Goodyear’s diversified products also include 
tires . . . aircraft and aviation equipment . . . shoe 
products ... foam products .. . films and flooring . . . 
metal products . . 


. chemicals... . and many more for 


fast growing world-wide markets. 


It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 


GOODSYEAR 


THE GREATEST NAME IN RUBBER 


Watch “Goodyear Theater’’ on TYV—every other Monday 9:30 P.M. EDT. 
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Laboratory: 4 acres square, 12 inches deep 


Last year, this was just another tobacco patch. 
This year, it’s a carefully cultivated, closely 
watched field laboratory for experimental strains 
of tobacco. 

The new strains are developed (many each 
year) in Federal and State Agricultural Experi- 
ment Stations. The crops are grown on typical 
farms—under the scrutiny of both government 
and American Tobacco Company scientists. And 
both groups take tobacco samples for study. 

At American Tobacco’s Research Laboratory 
in Richmond, the test crops are analyzed and 


compared with standard varieties. Results are 
sent to the government scientists who first de- 
veloped the strains. If a strain proves successful, 
complete information is disseminated by the 
government throughout tobacco land. 

Similar programs have been carried on since 
1947, when American Tobacco became the first 
company to cooperate with the government for 
tobacco research. Our own research activities 
started back in 1911. They’re part of our policy 
to learn all there is to know about tobacco—and 
then put that knowledge to good use. 


A , een Sobaceo Company 


FIRST IN CIGARETTE RESEARCH 


LUCKY STRIKE « PALL MALL - HIT PARADE - HERBERT TAREYTON - FILTER TIP TAREYTON 
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Dividends, although lower than last | 


year, may well amount to a larger 
proportionate share of net earnings 
in 1958, according to the National 
Securities and Research Corp. Corpo- 
rate earnings, estimates the organi- 
zation, will drop approximately 10% 
to $18 billion in 1958. It expects divi- 
dend payments, on the other hand, to 
total about $11.2 billion—a drop of 
only To%. 
e 7 e 


Republic Steel’s new coast-to-coast 
tape & teletype order-processing 
system—most elaborate in the indus- 
try—cost the company more than $1 
million in rebuilding and relocating 
sales service centers alone but is pay- 
ing for itself many times over in 
savings of time, paperwork. Orders 
that used to take a week to process 
can now be placed the day they are 
received, while 33 separate business 
forms have been replaced by one. 


Railroad riders are a fast-disappear- 
ing race, Interstate Commerce Com- 
mission statistics show. In 1947, for 
example, 329.1 million coach tickets 
were sold; by last year, only 154 mil- 
lion. Because of fare boosts, rail-line 
revenue from passenger-coach traffic 
dropped less precipitously, last year 
totaled $430.3 million vs. $559.6 mil- 
lion in 1947. But parlor-car travel 
plummeted in both traffic and reve- 
nues (from 30.6 million and $336 
million, respectively, in 1947 to 13.3 
million and $191 million ten years 
later). 

. * e 


Summer paint jobs will be eased for 
home handymen by an outdoor water- 
based Latex paint now being tested 
across the U.S. by its developer, 
Union Carbide, to determine its re- 
sistance to varying climatic conditions. 
The new  paint—WC-130—can be 
sprayed, brushed, rolled on_ brick, 
cement block, stucco, concrete, ce- 
ment-asbestos shingle. 


Copper price-control on an interna- 
tional level was proposed by Chile, 
one of the world’s largest copper- 
producing nations. Reason: sharp 
variations in prices of the metal have 
seriously shaken the Chilean economy, 
about 60% 
from copper. The proposal may be 
acted on by the UN Commission on 


International Commodity Trade at its | 


meeting this month. 
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A REPORT ON 1957: 


ANOTHER 
RECORD 
YEAR! 


For Virginia Electric and Power Com- 
pany, 1957 was another year of progress. 
Production and revenues set new records. 


Growth was steady and sound. 


Below are some of the highlights of this 


record year. For the complete story of 
Vepco in °57, write for a copy of the 


Annual Report. 


To obtain a copy of the 
Annual Report, address 


requests to the Secretary. 











1957 HIGHLIGHTS 


Property and Plant 

Operating Revenues 

Balance for Common Stock 

Earnings per share (14,200,000 

shs. 1957—13,200,000 shs. 1956) 
Number of Customers 

Electric Sales—thousands of kwh 
Service Area Peak Load—kw 

Gas Sales—thousands of cubic feet 
Number of Owners of Common Stock 


1957 
$574,000,000 
$129,600,000 
$ 21,716,000 


$1.53 
796,000 
6,187,000 
1,333,000 
5,222,000 
30,500 


Increase over 
1956 
$51,000,000 
$11,802,000 
$ 3,375,000 


$.14 
22,000 
656,000 
120,000 
399,000 
5,400 








of whose income comes | 


VIRGINIA ELECTRIC AND POWER COMPANY 
700 East Franklin Street, Richmond, Virginia 


“PHANTOM 
SUPERVISOR” 


on each of your trucks 


helps cut down 


wasted time! 


WAGNER- 


sancamo TACHOGRAPH graphically 


reports starts, length of stops, speeds traveled 


Do you know how much time your drivers lose by fighting congested 
traffic? Do you know how much time is lost by long waits at scheduled 
Stops? By installing Tachographs you can improve your routing and 


scheduling. Tachograph charts give you graphic records of every trip. It's Ft 


like having a “phantom supervisor” on each run—to help cut wasted time. 


Chart placed inside the Tachograph automatically produces a graphic 
record of time of operation, duration of stops, speeds and distances 


traveled. 


Mail coupon for details on how TACHOGRAPHS can help improve 


your fleet operation. 


CHART TELLS ALL 


e@ereeveeeeaeeeeeeeeeeeeereereeeeeee 


Wagner Electric G@rporation 
6382 PLYMOUTH AVE. « ST. LOUIS 14, MO. 
Please send a copy of Bulletin SU-3 


Nome 


Company 


Cn 


City 
We operate 


State 
Vehicles 


wss6-6 
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The Bendix Automatic Pilot is the “extra hand” which steers this boat automatically. 


SAFETY IS SOMETHING YOU CAN INSTALL IN A BOAT! 


You buy a pleasure boat for pleasure but the amount of pleasure you 
realize from your investment is in direct proportion to how safe you 
make your boat. 

Today there are all kinds of Bendix devices available to make 
boating safer and thus more fun. 

There’s an Automatic Pilot that steers more accurately than you 
can in any weather; an Automatic Direction Finder that shows you 
your bearing on a picture tube; Radar to point out what’s ahead in 
fog or at night; a Depth Recorder to keep you off shoals and which 
also spots fish for you; ship-to-shore Radio Telephones; Direction 
Finders and Transistor Power Inverters. 

For details about this equipment write direct to the Marine Depart- 
ment at Bendix Pacific Division, North Hollywood, California. 

In the outboard field the ingenious Bendix* Starter Drive has 
helped eliminate the old rope-starting method. And our new magneto- 
generator improves ignition and keeps your batteries charged so you 
can use electric starting, lights, horns, bilge pumps, etc. This equip- 
ment is factory-installed. 

This summer make your boat safer and have more fun. *res. us. par. ort. 


A thousand products 





BENDIX* 
AUTOMATIC 
PILOT 


BENDIX* 
RADIO 
TELEPHONE 


BENDIX* 
BENDIX* AUTOMATIC 
DEPTH DIRECTION BENDIX* 
RECORDER FINDER RADAR 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


GOOD ADVICE FROM A GOOD SOURCE 


“A good scare,” someone once wrote, “is worth more to 
a man than good advice.” By the same token, however, 
good advice should be worth more to a man who has just 
had a good scare. This ought to be the case with the 
excellent advice to Americans con- 
tained in the Rockefeller Economic 
Report released late last month. 

The people of the U.S. have had 
a good scare in the current reces- 
sion and the stock market break 
that preceded it. That should put 
them in a frame of mind to heed 
some sound advice contained in “The 
Challenge To America: Its Economic 
and Social Aspects” which was spon- 
sored by the Rockefeller Brothers Fund under the chair- 
manship of Nelson Rockefeller and prepared by an emi- 
nent panel of businessmen, educators and scientists. 

Two things must especially impress any reader of the 
Rockefeller Economic Report. One is the fact that it 
represents a highly practical, not a vague and theoretical, 
approach to economic problems. Secondly, it looks at 
our economic situation from an enlightened, socially re- 


Nelson Rockefeller 


sponsible point-of-view. Enlightened because, while 
emphasizing the importance of encouraging individual 
enterprise, the Rockefeller Economic Report also recog- 
nizes the modern responsibility of government for the 
economy and for the well-being of its citizens. 

An earlier report to come from the Rockefeller Special 
Studies Project was an excellent report last January on 
the military aspects of our national situation. Future 
reports will survey our foreign policy, education and 
manpower, the democratic 
framework of our national purpose. 

This big project is the latest valuable contribution 
which Nelson Rockefeller has made in a lifetime of public 
service. It adds up to one more reason why Rockefeller 
is being talked about as the best Republican bet to run 
against Averell Harriman for governor of New York. 


processes and the moral 


But the economic report is an important work in its 
own right. It points the way for the U.S. to combine the 
free enterprise philosophy with the modern doctrine of 
government responsibility for the economy. Let’s not 
just file the Rockefeller Report and forget it. 
advice deserves to be taken seriously and implemented 
into policy. 


Its good 





IMMEDIATE ANTI-RECESSION MEASURES 
Business can do more than any other group to create 
jobs by introducing new products, by selling aggres- 
sively, and by offering better values. 

Of anti-recession measures available, a federal tax 
reduction can be effective in the shortest time to 
stimulate jobs. 

The government should continue to accelerate already 
authorized public works projects and initiate pro- 
grams that can be started quickly and completed 
within 12 to 18 months. 

The Federal Reserve should move further to increase 
the supply of money and credit as long as the econ- 
omy is declining. 

Temporary federal supplements to unemployment 
compensation are necessary. 





ROCKEFELLER RECOMMENDATIONS 


Here, briefly summarized, are the Rockefeller panel’s recommendations for 
dealing with recessions, which are an important part of their just-issued report. 


e The President’s top-level committee on stabilization 
policy should be expanded to include Cabinet officers 
concerned with foreign affairs and the human aspects 
of our economy. 


Lonc-TeRM ANTI-RECESSION POLICIES 
Strengthen unemployment insurance system: 
1) by extending it to the 12 million workers not 

presently covered; 

2) by increasing the level of benefits, and 
3) by lengthening the maximum duration of benefits. 
Public works plans should be stockpiled for use as 
countercyclical measures. 
An additional $5 to $10 million a year devoted to the 
assembling of statistics indicating the state of the 
nation’s economic health. 
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RAGGED PARADISE 


Port-Au-Prince, Harri—The little island republic of 
Haiti has two proud possessions that nobody can ever 
take away: an heroic history acted out by such colorful 
men as Toussaint L’Ouverture, Henri Christophe and 
Alexandre Pétion; and some of the most dramatic scenery 
in the world. 

But, unfortunately, the people of Haiti also suffer from 
the most grinding poverty to be found anywhere in the 
Western Hemisphere. With their open sewers, the dirty, 
malodorous shanty slums of Port-au-Prince have to be 
seen to be believed. That the average Haitian city-dwell- 
er must live as he does is hardly surprising when you look 
at the economic conditions. An unskilled worker earns 
on average $1 a day—when he can get it, that is. Even 
at those wages, Haitian government officials tell me, three 
quarters of the adult population is without work the 
greater part of the year. Only one Haitian in ten can 
read and write, and—though the education ministry does 
not like to admit it—I understand that only one child in 
six is currently getting even a rudimentary education. 

With their smiling faces, bright bandanas and their 
fascinating French patois known as Creole, the Haitians 
are a charming and musical race. But these 3.4 million 
Negro and Mulatto people, descendants of African slaves 
who won their freedom in a bloody war with the French, 
are today slaves of a degrading poverty. 

Poverty is no stranger to the palm-fringed paradises of 
the Caribbean. But Haiti, by any standards, is an extreme 
case. The average annual income here is not much 
more than $74 a year. Even this does not measure the 
depths to which the majority of Haitians have sunk; a 
small minority live extremely well but the ordinary fami- 
ly of five must exist on $5 a week or so. 

There is almost no industry here. Whatever foreign 
exchange Haiti earns comes from the sale on highly com- 
petitive markets of such agricultural commodities as 
coffee, raw sugar, bananas. The tourist industry, which 
earns as rnuch as $43 million for such neighboring islands 
as the Bahamas and $26 million for Jamaica is still rela- 
tively small in Haiti, brought in just $6 million last year. 

Why is the poverty of Haiti so extreme? In part, history 
is to blame. Under the blue skies and warm breezes of 
this beautiful country have been played out some of the 
bloodiest events the Western Hemisphere has seen since 
the days of the Conquistadores. Anyone who has read 
Kenneth Roberts’ Lydia Bailey or Eugene O’Neill’s Em- 
peror Jones (whose hero was suggested by the character 
of Christophe) is aware of the terrible slaughter and de- 


struction that followed the islanders’ victory over the 
armies of Napoleon in 1803—and of the murder and 
plunder that swept Haiti in the ensuing struggle for 
power—a struggle from which emerged the cruel and 
yet noble figure of Henri Christophe, who sacrificed lives 
to build his imposing citadel. 

Bloody “Henri I” died when his republican foes closed 
in on him, but even in the century after Christophe’s 


Publisher Malcolm Forbes & Pres. Duvalier 


death, Haiti did not live in peace. The chaos was so 
complete in 1915 that President Wilson sent U.S. marines 
in to restore order and they remained until 1934. 

Today Haiti is making a fresh start. Francois Duvalier, 
popularly elected president last October, sits in the execu- 
tive mansion and plans to make a real effort to regain 
the prosperity Haiti has not known since French colonial 
times. The odds facing Duvalier are great: his political 
foes are not yet reconciled to his rule, the small Haitian 
army is not entirely on his side and he has pitifully small 
financial resources to do the job. 

His tasks are formidable. Haiti must encourage foreign 
capital for the development of her natural resources and 
her tourism. Duvalier must establish political stability and 
get democracy off to a fresh start. A small beginning has 
been made: a U.S. company has a contract to expand 
banana production. Another U.S. firm plans a $5-million 
flour mill. And the Artibonite Valley dam when com- 
pleted will give Haiti electricity for industry for the first 
time and more fertile land for crops. Tourism is going to 
be promoted more aggressively. 

To the extent that the Haitians show themselves will- 
ing and able to better themselves, the U.S. should give 
a helping hand. If properly managed and spent in an 
atmosphere of order, a little money will go a long way. 


HAITI AND ITS PEOPLE 


- ~" 
Inside a 
peasant home 


Christophe’s 
Citadel 
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The strange case of the shark’s teeth 


...and some important facts about yours 


Had Mother Nature made the same provi- 
sions for our teeth as she did for the shark’s, 
good dental health would be no problem 
at all. 

For when a shark loses a tooth, a new 
one soon grows in its place. Once we lose 
a tooth, however, it is gone for good. 

Yet, the second set of teeth which Mother 
Nature gives us is strong and durable 
enough to last a lifetime . . . if given proper 
care. Unfortunately, too few of us give our 
teeth the care they need. 

Proof of our neglect comes from studies 
made by the American Dental Association. 
It reports that only 40 percent of all Ameri- 
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cans get reasonably adequate and regular 
dental care. 

The rest get emergency care or none. 
Moreover, one out of 7 adults has never 
been to a dentist. 

There is more to be gained from regular 
dental care than simply keeping the teeth 
clean, bright and healthy. For when decay 
strikes, when gums become diseased, when 
abscesses form at the roots of teeth. ..a 
center of infection is established. From this 
site of infection, germs may enter the blood 


stream and cause disease in other parts of 


the body. 


Even the smallest break in the enamel 


can pave the way for infection in the inte- 
rior of a tooth. The dentist can usually 
detect such trouble by X-ray examination 
and check it before serious damage occurs. 

Healthy teeth 
adults 


for children as well as 
depend upon three things 
1. Diet 


elements for good teeth, especially cal- 


which should supply all the 


cium and vitamins C and D 

2. Cleanliness—or proper brushing, 

which should be done after meals and 

always before retiring 

3. Check-ups—which should be made 

every six months or as often as your 

dentist recommends 

If you see your dentist regularly, he wil 

get to know your individual dental req - 
ments and how they can be met to your 
best advantage If you cooperate with him, 
your chances will be far better to keep most 
of your teeth most of your life. 





MILLION DOLLAR DIVE... 


Orr Ca.irornia a geologist-frogman dives deep 
to the ocean floor in search of petroleum-bearing 
rock for Texaco. 

If successful, America’s oil reserves may be 
richer by millions of barrels. 

On five continents Texaco oil explorers are using 
aerial surveys, artificial earthquakes, soil analysis 


and other methods to locate more oil to satisfy 
the ever-increasing world demand. 

This work is just one phase of Texaco’s multi- 
million dollar program to produce more and finer 
petroleum products for the transportation, rubber, 
petrochemicals and plastics industries...an invest- 
ment in the future. 


THE TEXAS COMPANY 


Progress ...at your service 
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TWO WORLDS OF COLGATE-PALMOLIVE 


A strange amalgam of vigor and lethargy, brilliance and 
mediocrity, Colgate-Palmolive lives in two worlds: abroad, 
a realm of luxurious growth and profit; at home, fol- 
low-the-leader rank and strictly second-best earning power. 


As chairman & president of Colgate- 
Palmolive Co.,* Edward H. Little, 77, 
lives in two very different worlds. 
Only one, Colgate’s fast-growing and 
richly profitable empire overseas, is 
entirely of his own making. In the 
other, the hotly fought U.S. arena of 
soap and toilet articles competition, 
Colgate’s Little is an also-ran. 

Worlds Apart. The two are worlds 
apart. Abroad, Colgate gets only 47% 
of its sales, but more than 65% of its 
profit. At home, it earns 5.7% on its 
net investment; abroad it earns 20°%. 
Overseas, Colgate’s 5.5% net profit 
margin on sales compares very well 
with that of its big rival Procter & 
Gamble which earns about 5.6%. But 
at home Colgate nets only 2.6°%, or less 
than half what its big rival’s sales 
produce. By any yardstick, as an in- 
ternational merchandiser Colgate 
is a winner. But it is sadly far less 
successful in its own back yard. 

This corporate split personality has 
made Colgate-Palmolive common one 
of the curious anomalies of Wall 
Street. Where the market regularly 
capitalizes rival Procter & Gamble’s 
earnings at a highly complimentary 
ratio, Colgate-Palmolive’s profits nor- 
mally are accorded an extremely low 
one. This discrepancy was all the 
more visible last month when, by 
coincidence, both companies’ shares 
were fluctuating around 60. At that 
price, Procter & Gamble’s anticipated 
$3.50 per share earnings in fiscal 1958 
commanded a lofty 17.1-1 price-earn- 
ings ratio. By contrast, Colgate’s com- 
mon, which earned $7.81 in 1957, sold 
at a lowly 7.7 times earnings. 


In the give-and-take of Wall 


*Colgate-Palmolive Co. Traded NYSE. Ap- 
proximate current price: 60. Price range 
(1958) : High, 6034; Low, 48. Dividend (1957): 
$3.25. Indicated 1958 payout: $3.25. Earnings 
per share (1957): $7.81. Total assets: $318.7 
million. Ticker symbol: CL. 
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Street’s auction market, price judg- 
ments are absolute and indelible. But 
they are also wholly subject to 
change: today’s neglected bargain 
counter item may easily become to- 
morrow’s hotly pursued favorite. Thus 
the inevitable question arises whether 
Colgate is an overlooked bargain. 
The investment fraternity has not 
shunned the debate. Every month in 
one of Manhattan’s major brokerage 
houses, a group of partners and ana- 
lysts sit down for a thorough securities 
review. After discussion, certain se- 
curities are posted to the firms “rec- 
commended” list, while others of less 
certain prospects are pruned out and 
labeled “sell.” Invariably at this 
house’s meetings, so the story goes, 
one analyst breaks in with the same 
question: “What about Colgate?” And 
just as regularly his suggestion is 
politely but firmly turned down. 
Divided Minds. This standoffish treat- 
ment of Colgate-Palmolive is no 
symptom of immunity to the soap- 
maker’s very real merits. When last 


March, in issuing its annual report 
for 1957, the company consolidated 
foreign sales and earnings for the first 
time since 1943, few corporate state- 
ments commanded more widespread 
and interested attention. Except for 
Wall Street’s habit of discounting cor- 
porate overseas earnings for some de- 
gree of alleged risk, avid 
pounced on the evidence of yeasty 
growth (sales up 191° in the last 
decade) and luxurious return on capi- 
tal (a lush 20°7) in Colgate’s opera- 
tions abroad. Beyond the nominal 
$13.9 million foreign book investment 
they quickly saw equity in net assets 
of some $65 million, 
which doing the 
three invested at 

Thei: 
however, by some companion facts At 
home, where Colgate’s sales are only 
one-fourth of rival Proctor & Gam- 
ble’s, Colgate earned only 5.7¢ on each 
dollar of its $122 million investment in 
brick and mortar, vs. a consolidated 
14.7c for P&G. Moreover, where rival 
P&G's net profit margin in its U.S 
operations (6°; believed to 
compare favorably with its profitabil- 
ity abroad (5.6°, est.), Colgate earns 
only 2.6% on U.S. sales against 5.5°, 
abroad. Thus Wall Street's answer to 
the question “What about Colgate?” is 
that it simply cannot make up its 
mind. One Colgate-Palmolive appeals 
to it mightily; the other, no model of 


analysts 


each dollar of 


was work of overt 


home 
enthusiasm 


was tempered, 


est.) is 





Sales/$1 
of advertising 
outlays 


LEVERAGED DOLLARS 











15 In the case of the soopmokers, advertising 


outlays are not merely figures but tales 
with a moral. Thus Procter & Gamble, the 
nation’s No. One advertising spender, 
counts on every $1 spent to promote its 
product to support $11.96 in domestic sales 
But Colgate-Palmolive, the U.S.’s No. Four 
spender, has had to make proportionately 
bigger outlays. Last year $1 spent on ad- 
vertising produced only $6.04 in U.S. sales. 
Reason: with far smaller national sales, Col 
gate must still promote its products nationally 











COLGATE-PALMOLIVE’S FAB IN HAITI: 7 
“most of the world is still virgin territory 


profit, most assuredly does _ not. 

Totally Committed. The man who 
more than any other straddles these 
two dissimilar worlds is Colgate-Palm- 
olive’s own Edward Little. Ever 
since he went to work as a salesman 
for old Colgate & Co. in 1902, at the 
age of 21, Little has lived and breathed 
company affairs and industry compe- 
tition. He still, by his own admission, 
thinks of very little else. 

From the moment he gets up of 
mornings in his’ Florient-scented 
apartment in Manhattan’s Ambassador 
Hotel, washes with a cake of Palmol- 
ive, shaves with Colgate Instant Lath- 
er, and brushes his teeth with a squirt 
of Colgate Dental Cream from the 
new red & white push-button can, 
Little ponders Colgate’s problems and 
opportunities. And as he walks across 
the street to his office in the Colgate- 
Palmolive Building, he is not wont to 
make light of either. ‘This business,” 
he says, “is one of the most competi- 
tive in the world, and we have got to 
make our way in it.” 

When Little succeeded to Colgate- 
Palmolive’s presidency in 1938, he was 
faced with no small problem. In 
1937, the soapmaker’s worldwide sales 
were $99.5 million. As executive VP 
Ralph A. Hart, a longtime Little pro- 
tégé, recalls it, “the early and middle 
Thirties were tough years for our 
company.” Colgate’s entire profit in 
1937: $782,000. But for Little himself, 
however, it might well have been a 
disastrous loss instead. For more than 
anyone else, it was Little who had 
built up Colgate’s profitable foreign 
business. 

Until 1926, when Little got the as- 
signment to build up the company’s 
less than $20 million in foreign 
sales, Colgate & Co. and Palmolive- 
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Peet were both also-rans in the 
U.S. soap and toiletries markets; over- 
seas sales were only minor append- 
ages. Little had the imagination to 
see that foreign markets were a richly 
promising field and to sense that they 
could not be handled as a mere after- 
thought. Spending eight months of 
each year abroad, Little brought in 
native executives, completely reversed 
the prevailing idea that what was 
good strategy in U.S. markets was 
sure-fire abroad. Applying what has 
been canonized as “Little’s Law,” he 
scrapped the near-universal practice 
of simply translating U.S. advertising 
copy into foreign languages, insisted 
that all promotion be tailored to the 
native mores and idiom. Observes one 
famed Madison Ave. adman: “The 
principle involved sounds elementary 


COLGATE-PALMOLIVE’S LITTLE: 
he lives in two worlds 


now, but it was an extreme rarity 
then.” 

Even when Little took over as presi- 
dent, Colgate’s foreign sales were a 
mere one fourth of its volume. Since 
then they have grown to be nine 
times as large. As father of the for- 
eign operation, Little has never un- 
derestimated its possibilities either for 
rapid growth or profit. Thus he has 
shrewdly concentrated an extremely 
large share of Colgate’s resources on 
building up his foreign business, and 
his strategy has paid off. Over the last 
ten years, while Colgate’s sales at 
home have grown only 22%, its far 
more profitable business abroad has 
grown a lusty 191%, making Colgate 
International one of the world’s great 
international traders. 

Last year Little continued to stack 
the lion’s share of Colgate’s invest- 
ment chips where they would yield 
the tidiest return. Of the $17.9 million 
he spent for additions to gross plant, 
$12.9 million went into overseas ex- 
pansion, only $5 million into domestic 
brick & mortar. 

The Fastest Horse. The time may 
well be coming, however, when Col- 
gate-Palmolive may reverse this ra- 
tio. If so, it will not be because the 
prospects for foreign sales have at all 
dimmed. Says Little: “Most of the 
world is still virgin territory for many 
of our products.” Nor will it be be- 
cause foreign operations will become 
any less profitable. Insists Financial 
VP Hugh Jewett: “There is no sign 
of any shrinking in Colgate Inter- 
national’s profit margins.” 

The real reason will be that Col- 
gate’s capital outlays are more needed 
at home. At first blush, this would 
seem to overturn the sensible policy 
Little has followed in betting the bulk 
of Colgate’s bankroll on the fastest 
horse, Colgate International. But there 
is another factor involved, the pecu- 
liar nature of domestic soap competi- 
tion, which puts another face on build- 
ing sales in the home market. 

Overhead Barrier. In competition 
with Procter & Gamble at home, Col- 
gate, along with Lever Brothers, faces 
an important disadvantage: the sheer 
difference in size. At an estimated 
$950 million, Procter & Gamble’s U.S. 
sales are nearly four times as large as 
Colgate’s. A good third of P&G’s do- 
mestic gross, to be sure, comes from 
products other than soap or toiletries, 
including such food items as Crisco 
and peanut butter, dissolving pulp 
and paper products. Yet in soap and 
toiletries alone, Procter & Gamble 
does nearly two-and-one-half times 
Colgate’s volume in the US. 

In some businesses, even such a 
great disparity in size would not mat- 
ter. But in the soap business (which 
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SHAVER: 
in toiletries, a commanding lead 


accounts for some 50° of Colgate’s 
volume) it matters mightily. For to 
stay in competition, Colgate has to ad- 
vertise nationally, and the cost of giv- 
ing a nationally-distributed product 
full promotion throughout the nation 
is a relatively fixed—and expensive 
proposition. Last year, Colgate spent 
a whopping $44.5 million on direct ad- 
vertising, plus another $22.5 million 
on promotion and merchandising. Put 
another way, advertising and promo- 
tion outlays totaled roughly 25% of 
the sales price of its products. To 
trim this expenditure would be sui- 
cidal, as the fate of Sapolio many 
years ago proved. But it is also a 
great limiter of unit profits. 

This necessity to advertise nation- 
ally put Colgate-Palmolive smack up 
against a great overhead barrier to 
its domestic profits. For while P&G 
ranks as the nation’s No. Two ad 
spender, its ad dollars, spread across 
vastly larger sales, go a long way 
further than Colgate’s. Thus last year 
each dollar: of P&G’s ad outlays sup- 
ported $11.96 in domestic sales. But 
for every dollar Colgate spent on ad- 
vertising, it grossed only $6.04- 

High Cost of Competition. Colgate’s 
relative unprofitability in its own back 
yard sales area has not escaped Wall 
Street’s all-seeing eye. Sayst Argus 
Research Corp. bluntly: “[Colgate- 
Palmolive’s] domestic operating rec- 
ord in recent years has not been par- 
ticularly impressive.” Repeatedly Col- 
gate has been contrasted with Procter 
& Gamble—always unfavorably. A 
late-starter in the fast-growing de- 
tergent market, which now accounts 
for over 70% of the household clean- 
ing market, Colgate’s heavy-duty Fab 
is only third to P&G’s Tide and 
Cheer, its light-duty Vel a weak fol- 
lower of P&G's Dreft at grocery 
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counters. Even in its own specialty, 
toothpaste (where Colgate Dental 
Cream leads the field with nearly half 
of the market), Colgate played follow- 
the-leader to P&G’s Crest with its own 
Brisk, reportedly a costly flop. 

Increasing Little’s problem is the 
fact that in both soaps and toiletries, 
new products are introduced at a rel- 
atively rapid—and costly—pace. Yet 
demand for items in these fields is 
not a rapidly growing one in toto. 
But Colgate cannot afford to stint 
when, for competitive reasons, new 
products are called for without risk of 
losing its present markets. The effect of 
these large-scale promotion expenses 
on profits can, however, be severe in- 
deed. Thus in 1956, the promotional 
outlays required to send three new 
Colgate products to market were the 
main causes of a precipitate 45.3% 
drop in Colgate’s domestic net earn- 
ings. 

Leveraged Dollars. Little’s biggest 
domestic problem, therefore, is to in- 
crease sales in soaps and detergents. 
In toilet articles, where Colgate is al- 
ready the U.S.’ largest manufacturer, 
there is less opportunity. Its lead in 
toothpaste, shampoos and _= shaving 
creams suggests that its advertising is 
already doing close to its maximum 
work. 

It is otherwise in soaps and deter- 
gents, where Little candidly admits 





THE LITTLE 
MULTIPLIER 


To make a dollar in the U.S. A., 
Colgate-Palmolive has to invest 
almost $18, sell almost 

$40-worth of goods. 


Sales 
per $1 of profits 


investment 
per $1 of profits 
But overseas, where Colgate Palm- 
olive has consistently expanded op- 
erations, it need invest only half as 
much, sell less than a third as much, 
to earn a dollar. 





nvestment 
per $1 of profits 


es 
per $1 of profits 


Thus, a dollar invested abroad does 
work of over $3 invested at home. 











i... 
SOAPER: 
in soaps & detergents, a second best 


Colgate has long lagged. And in a 
very important sense this spells op- 
portunity for Little. The simple rea- 
son is that, beyond a certain point, 
soap and detergent profits are highly 
leveraged. As stands, Little must ad- 
vertise his brands nationally to main- 
tain competitive Yet any 
further sizable increase in sales of 
Colgate’s brands would very probably 
not mean a proportionate increase in 
advertising expense. In effect, 
of Colgate’s ad dollars would 
work harder, reducing unit costs. 

Suds & Profits. Little himself is well 
aware of this opportunity, and has al- 
ready done much to prepare for it 
Since 1946, Colgate has spent no less 
than $100 million to give it the phys- 
ical plant to enter bigtime competition 
with P&G, especially in 
Little now that this period of 
physical expansion is just about over, 
professes to be “well 


pressure. 


each 
then 


detergents 
feels 


pleased” with 
Colgate’s physical plant, all of it fully 
paid for. Thus this year he 
budgeted only $6 million for 
improvements 


has 
capital 
Sudsing up detergent sales, how- 
ever, is more than a matter of 
quate plant. It also takes smart brand 
handling and shrewd promotion. With 
a new executive alignment and TV 
shows which rate first in their time 
spots, Little is convinced he has both 

As Little smart sales in- 
creases and thus betterment of Col- 
gate’s competitive position as respects 
P&G are in the Says he with 
determined calm: “It’s 
come.” When it does, he expects the 
gap in profitability between Colgate’s 
and P&G’s domestic operations to 
close. Concludes he: “We are not 
going down, and we are not going to 
stay where we We 
go up.” 


ade- 


sees it 


cards 


bound to 


are. can only 





TEXTILES 


THE ARBITRAGER 


Like flies after honey, canny 

speculators are flocking to 

the depressed textile indus- 

try. Latest arrival: mysteri- 

ous Nik Reisini at Collins & 
Aikman. 


“INDUSTRIAL misfortune,” the econo- 
mist Lord Keynes once remarked, “is 
another term for opportunity.” A 
shrewd and phenomenally successful 
speculator, Keynes had a sharp eye 
for opportunity. And if he were alive 
today, his eye would have more than 
likely turned to the depressed textile 
industry. With markets shrinking and 
earnings falling, market prices of tex- 
tile stocks have dribbled away to a 
mere fraction of book value. 

The Strange Weavers. Not a few 
other operators with an eye for hidden 
assets have cast it recently in the same 
direction. Such sharp-eyed balance- 
sheet readers as Royal Little (Tex- 
tron), Lester Martin (Bates Mfg.) and 
Abraham Sonnabend (Botany Mills) 
have been attracted to the hard-hit 
textiles much as flies are drawn to 
honey. In the idle cash and moribund 
fixed assets of the spinners and weav- 
ers they have seen rare prizes to be 
captured, converted, or—in extreme 
cases—profitably liquidated. 

Last month, as these strange weav- 
ers plied their complicated trade, 
spring was bursting out all over Wall 
Street’s hibernating textile shares. 
Artloom Carpet had rolled along un- 
eventfully at $4 a share until mathe- 
matician Hyman Marcus (of USS. 
Hoffman Machinery fame) figured its 
book value at three times that amount. 
As Marcus closed in, the stock erupted 
to $7 a share. One knowledgeable 
group of 15 textile executives set out 
to organize a $4.6-million closed-end 
investment company, to be known as 
the Worth Fund, specifically to seize 
the kind of workout and liquidation 
situations Marcus and his fellow oper- 
ators have had their eyes on all along. 

Nik the Greek. In their wake came 
a new figure who promised to give 
them a good run for their money: 
Greek-born, Oxford-accented Nicolas 
Gregory (“Nik”) Reisini, 52, boss of 
a little-known $150-million world- 
wide commodity and currency trading 
network which goes by the name of 
Robin International. A nimble-footed 
master of the world’s quickest-witted 
game, Reisini is a tough-minded 
trader (“I’m as stubborn as a bull- 
dog”) who believes that capital should 
sniff its way to the highest dollar. A 
strange mixture of expert arbitrager 
and courtly cosmopolite, Reisini has 
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a sharp eye for discrepancies in value 
between far-flung markets, habitually 
juices a maximum profit out of what- 
ever coin or commodity comes to hand. 

Last year, Nik Reisini turned to 
bigger game: $33-million assets, 114- 
year-old Collins & Aikman Corp.,* 
the U.S.’ largest independent supplier 
of automobile and furniture fabrics. 
What caught his attention was an 
arbitrage situation made to order for 
his demonstrated talents. Listed on 
the New York Stock Exchange, CK 
common was selling at a lowly $15 a 
share, after turning in three whopping 
deficits in just four years. But Collins 
& Aikman’s balance sheet told another 
story: a book value of $42 per share. 

The Philosopher & the Prize. To Reis- 
ini, who knows the word for profit 
in seven languages including Chinese, 


TRADER REISINI: 
he bided his time 


that spelled opportunity. Working 
quietly through brokers, Reisini began 
to buy up CK common. Since there are 
only 558,000 shares outstanding, and a 
much smaller floating supply, this re- 
quired months of patient effort. But 
Reisini, a onetime philosophy student 
at Heidelberg, was content to wait. 

Finally last month, with 72,000 
shares (or 13% of the stock) in his 
pocket, Reisini was ready to come out 
of hiding. His advent was a bomb- 
shell, served to break up one of 
Collins & Aikman’s happiest occasions 
in years. Just when Reisini revealed 
his interest in the company, President 
Ellis Leach was proudly announcing 
a coup which he felt would go a long 
way to shore up Collins & Aikman’s 
lagging fortunes. In rivalry with six 
other firms, Collins & Aikman had 

*Collins & Aikman Corp. Traded NYSE. 
Approximate current price: 1714. Price range 
(1958) : high, 1744; low, 1334. Dividend (1957) : 
none. Indicated 1958 payout: none. Earnings 


per share (1957): $1.52. Total assets: $33.3 
million. Ticker symbol: CK 


come up first with a “custom-engi- 
neered fabric for the jet age.” Made 
of flameproof Tycora yarn, the new 
nylon material had already found 
buyers in Pan American World Air- 
ways, Delta, American Airlines and 
Trans-Canada Airlines for their new 
jets. Price: a fat $7 to $12 a yard. 

From the standpoint of company 
brass, Reisini’s arrival on the scene 
could not have come at a less pro- 
pitious time. After its long travail, the 
in-and-out-of-the-red textile com- 
pany at last seemed on the threshold 
of breaking its long dependence on 
Detroit and home furnishings at least 
in part. “Back in 1946,” says Vice 
President Donald McCullough, whose 
family owns 14% of CK’s shares, “85% 
of our business was in auto fabrics 
supplied to three big customers. To- 
day it is less than half.” 

Just the same, Collins & Aikman 
was still a long way from being out 
of the woods. Still tied to the fortunes 
of Detroit (its biggest single accounts 
are Ford and General Motors), it could 
hardly expect 1958 to be a banner 
year. Nevertheless, insiders felt that 
the company was clearly making a 
comeback. For the fiscal year just 
ended, Collins & Aikman earned $1.52 
per share, a big comeback from the 
$2.83 per share deficit in the preced- 
ing year. Observed powerful Lehman 
Brothers partner and longtime direc- 
tor Paul Mazur, who obviously did 
not welcome Reisini’s interest: “This 
management is aggressive and has 
made strong efforts to diversify.” 

The Quiet Intruder. As Nik Reisini 
arrived on the scene, he was taking 
care to talk softly. Said he suavely 
last month: “I am a builder, not a 
raider. My stock is for investment 
only.” Wall Street, however, was not 
entirely convinced, and management 
was visibly nervous. Some sideliners 
suspected that what Reisini really had 
his eye on was a merger of his wholly 
owned American Asbestos Mining 
Corp., which claims to have the big- 
gest asbestos deposit in the U.S., into 
Collins & Aikman. If he were able to 
do so, they reason, he would have no 
trouble raising the cash to build the 
2,000-ton asbestos mill he plans. 

Last month Collins & Aikman’s 
management and the inscrutable Reis- 
ini met face to face for the first time. 
A potentially dramatic moment, it 
turned out to be a quiet tea party 
whose business was delicate sparring. 
Collins & Aikman brass came away 
baffled. “We threw question after 
question at him,” reported President 
Leach, “but we still don’t know what 
he wants from us.” Adds VP Mc- 
Cullough: “We hope it’s not to liqui- 
date. But we are broad-minded, and 
we will gladly listen to anyone who 
can help us.” 
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MACHINERY 


THE BITTER PILL 
OF MR. S. 


The man most affected by 
Fairbanks, Morse’s current 





troubles is the man least able 
to do anything about them— 
Leopold Silberstein. 


“ONE man’s ills,” goes an old saw, “are 
his enemies’ pleasures.” Not so those 
of Robert H. Morse Jr., president of 
Chicago’s Fairbanks, Morse & Co.* 
Last month when Industrialist Morse 
counted the cost of the capital goods 
recession on his company, no one 
could have relished it less than an old 
enemy, Penn-Texas Corp.’s Leopold 
Silberstein, who last summer lost a 
takeover bid for control of Fairbanks, 
Morse. As Fairbanks, Morse’s largest 
stockholder, Penn-Texas holds some 
519,450 heavily mortgaged shares—or 
better than 48% —of the pump, scale, 
motor, diesel engine and locomotive 
maker’s common. Thus every item of 
bad news for Robert Morse is utter 
anguish to Leopold Silberstein. 

Hard Times. Last month there was 
bad news aplenty for Silberstein to 
swallow. “Our business,” reported 
Bob Morse, “is off right across the 
board, with diesel locomotives off 
more than most.” Sore beset with 
their own ills, the railroads were in 
no buying mood. Thus in the last 
twelve months, the industry’s entire 
orders for locomotives has fallen from 
747 units to a mere 206, and virtually 
no new ones are coming in. 

The recession in capital goods typi- 
fied by locomotive ordering spells bad 
times for any machinery maker, and 
Fairbanks, Morse is far from being 
spared. On a 25% decline in sales in 
1958's first quarter, Fairbanks, Morse’s 
net earnings plummeted a disastrous 

*Fairbanks, Morse & Co. Traded NYSE. 
Approximate current price: 373g. Price range 
(1958) : high, 41142; low, 3712. Dividend (1957) 
$1.65. Indicated 1958 payout: $1.40. Earnings 


per share (1957): $2.43. Total assets: $94.5 
million. Ticker symbol: FKM. 


PENN-TEXAS’ SILBERSTEIN: 
when would the dam break? 


97% to a token $21,837, or just 2c a 
share. Moreover, last June’s issue of 
$15 million in 534% convertible de- 
bentures merely added to Fairbanks, 
Morse’s downside leverage. As a re- 
sult, Wall Street has written off the 
company’s 35c quarterly dividend if 
business does not improve. 

The Squeeze. But if Bob Morse is 
feeling the pinch, Leopold Silberstein 
is feeling it doubly. Last February, a 
revolt by other Penn-Texas directors 
all but removed Silberstein from con- 
trol of his own corporate creation, 
but his personal fortune is still in 
jeopardy. To protect its big invest- 
ment in FKM common, Penn-Texas 
has had to support the price of the 
stock for months. As a result, it has 
become more, rather than less, deeply 
involved, increasing its holdings by 
some 127,450 shares since last May. 

With a sort of awful fascination, 
Wall Street has been watching what 
may happen when ill-fortune really 
starts shaking the Penn-Texas tree. 
By definition, no support action can 
endure in Fairbanks, Morse common 
indefinitely. Sooner or later some- 
thing has to give. Now with earnings 
and dividends clearly on the way out, 
Wall Street is waiting for the dam to 
burst. Observes one longtime Wall 
Street denizen: “Then comes the 


ATLAS CORP.’S RIO DE ORO URANIUM MINE: 
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better than oil during a recession? 


INVESTMENT COMPANIES 


BAILING OUT 


Floyd Odlum, the old master 

of the special situation, right 

now seems to prefer uranium 
to oil, 





Less than a year ago, investment com- 
pany wizard Floyd Odlum dramatical- 
ly announced that his Atlas Corp." 
was hot after the latest of its famed 
special situations. “It is altogether 
possible,” said Odlum, “that within the 
year oil and gas will be the largest 
single holding of Atlas Corp.” Wall 
Street was interested but not sur- 
prised. After all, Odlum was no 
stranger to the oil business. One of 
Atlas’ biggest killings had been made 
from a collection of small oil prop- 
erties that Odlum had put together 
between 1947 and 1950 and later sold 
to what is now Sunray Mid-Continent 
Oil at a $21-million profit 

Now Odlum was at it again. In 
Petro-Atlas, an Atlas Corp. subsidi- 
ary, he had collected around 11 million 
barrels of oil reserves and over 125 
billion cubic feet of natural gas. 

Turnabout. Suddenly last January 
Odlum seemed to have changed his 
mind. He announced that Atlas had 
sold its Petro-Atlas holdings to Amer- 
ican Petrofina, U.S. arm of Belgium’s 
Fina oil combine. The price: $25 mil- 
lion, paid partly in cash, partly in 
notes and partly in Petrofina stock. 

Had Odlum soured on the oil busi- 
ness? Or was the ailing financier losing 
his golden touch? Odlum left Wall 
Street guessing for several months. 

Only last month did he bother to 
explain his oil reversal. “The sale 
to Petrofina,” Odlum wrote in Atlas’ 
annual report, “does not reflect any 
pessimism on the part of the Atlas 
management in the long-term future 
of the oil and gas business in the U.S.” 
Odium argued that he had unloaded 
Petro-Atlas to salvage part of the big 
tax loss credit which Atlas inherited 
in its 1956 merger with the corporate 
shell of RKO-Radio Pictures. By tak- 
ing a paper profit in the Petrofina 
transaction, said he, Atlas would 
clinch a tax-free gain by offsetting it 
against the expiring portion of the 
RKO tax credit. 

Big Bail-Out? But Wall Street was 
wondering last month whether the 
tax credit alone explained Odlum’s 
sudden reversal. One thing was un- 
deniable: after the sale of Petro-Atlas, 
Odlum had reduced Atlas’ oil and gas 


*Traded NYSE. Approximate current price 
7%. Price range (1958): high, 81%; low, 65% 
Dividend (1957): 60c. Indicated 1958 payout 
30c plus stock. Earnings per share (1957) 
d30.5c. Total assets: $111.6 million. Ticker 
symbol: AZ 
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investments to about 3°, of its total 
assets. All of which led more than 
one Wall Streeter to conclude that 
Odlum, his denials notwithstanding, 
had indeed soured on oil. Before he 
had time to finish building his oil 
holdings, they figured, the whole sit- 
uation in petroleum had changed. Both 
crude and refined products are in 
over-supply, and rising costs have cut 
oilmen’s once fat profits. 

Odlum, a shrewd man with a dollar, 
could hardly be unaware of all this. 
More than one rival investment com- 
pany already has decided that there 
are far greener fields around than oil 
fields these days. Odlum was not the 
only one backtracking on oil. Boston’s 
State Street Investing Corp., for ex- 
ample, has cut oil securities from 32% 
of its portfolio to 26.95% over the past 
six months and Tri-Continental has 
cut from 22.2% to 16.5%. 

Under the circumstances it appeared 
that Odlum had another natural re- 
source he liked better than oil: urani- 
um. Though he once made nation-wide 
headlines by buying a $9-million gold 
brick in Vernon Pick’s famed Hidden 
Splendor uranium mine, Odlum was 
going deeper than ever into U-235. 
He was, he announced, negotiating 
with the Atomic Energy Commission 
to permit Atlas to mine and ‘mill 
uranium until 1966, rather than work 
its deposit to death by 1962. 

Comfortable Customer. “During the 
present time of recession,” explained 
Odlum, “it is comforting to have a 
heavy investment in an industry with 
a fixed price for the product and with 
a government agency as the pur- 
chaser.” Uranium had become, so far 
as Odlum was concerned, the kind of 
special situation that is especially de- 
sirable in a recession. With both its 
price and its market guaranteed by 
the U.S. Government, uranium would 
seem to be recession-proof for at 
least as long as government guarantees 
last. “And that,” summed up one Wall 
Streeter, “is far more than anybody 
can say about oil today.” 





COMPENSATION——— 


Not one of the five largest U. S. 
truckers came even close to 
equaling the railroads’ under- 
por 6.7°/, return on sales last 
year. But every one, Associated 
excepted, was able to boast a 
return on equity well above the 
railroads’ meagre 5°/,. The rea- 
son: it takes a great deal more 
in fixed assets to run a railroad. 





Revenue Profit Return Return 
(million) (million) on Sales on Equity 


Consolidated 
Freightways* .$76.8 
Associated 


$2.3 3.0% 14.2% 


Transport .... 53.9 0.2 0.4 2.5 
Pacific 

intermount. 

Express ..... 52.0 1.4 2.7 9.7 
Roadway 

Express 47.0 1.3 2.8 20.9 
Spector- 

Mid States .. 45.7 0.9 2.0 19.7 


*includes manufacturing operations 











TRUCKERS 


MARATHON 
MERGERER 


In trucking just about every- 
thing has been growing ex- 
cept profits. Consolidated 
Freightways’ John Snead is 
working on that problem too. 


Facep with a transportation market 
expanding at a rate unparalleled since 
the late nineteenth century, the na- 
tion’s 15,000-odd common carrier 
truckers have met the challenge in 
the years since the war precisely as 
the railroads did a century earlier. 
They have consolidated thousands of 
short lines, 8,000 to date according to 
some estimates, into larger systems. 

Marathon mergerer of them all in 
recent years has been California’s 29- 
year-old Consolidated Freightways,”* 

*Consolidated Freightways. Traded over- 
the-counter. Approximate current price: 1578. 
Price range (1958) : high, 157g; low, 1234. Divi- 
dend (1957): 80c. Indicated 1958 payout: 80c. 


Earnings per share (1957) : $1.76. Total assets: 
$55 million. 


LOADING “FREIGHTERS” FOR THE ROAD: 
expansion hurts but you have to do it 
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which last year nosed out Associated 
Transport and Pacific Intermountain 
Express to win first place in the in- 
dustry (see table). Industry giant 
though it is, Consolidated’s $65-mil- 
lion-a-year trucking revenues are still 
small potatoes in the transportation 
industry. The Pennsylvania Railroad. 
biggest in rails, grosses nearly $1 bil- 
lion a year and American Airlines. 
biggest in the air, somewhat over $300 
million. 

If relatively small in size, Consoli- 
dated Freightways’ aspirations are 
large. “Currently,” says Consoli- 
dated’s youngish boss John L. S. 
Snead Jr., “we have 14 applications to 
acquire companies before the Inter- 
state Commerce Commission.” Among 
them: a set of six, which will give 
Consolidated access to the East Coast 
and enable it to form the U.S.’ second 
transcontinental general freight route 
(the first: far smaller Denver, Chicago 
Trucking’s). 

Short Term, Long Term. But fo: 
Consolidated’s stockholders, such 
breakneck expansion has not been an 
unmixed blessing. Consolidated has 
acquired more than 25 companies 
over the past five years. Under Snead’s 
direction, the company has boosted its 
total revenues 113% to $76.8 million 
and its profits 142% to $2.3 million in 
the same half decade. But Consoli- 
dated’s 1957 earnings of $1.76 a share 
were not conspicuously higher than 
they had been in 1952. In trucking, as 
elsewhere, expansion clearly has had 
its price and in Consolidated’s case 
the price was an 87% increase in the 
number of common shares outstand- 
ing. 

“Over the short term,” Snead says, 
“I won’t deny we'd have been better 
off if we hadn’t expanded. We've 
been paying the cost of growth over 
the last few years and it’s been siz- 
able—just keeping people on hand 
for hearings before the ICC, for in- 
stance, costs us plenty. But once 
you've paid the price of growth, 
everything begins to pay off, and it’s 
going to for us.” 

In the matter of dividends, any- 
way, Snead’s expansion has already 
begun to pay off. Since 1951, when 
it began paying dividends, Consoli- 
dated’s payout has risen steadily from 
1212c to 80c a share, a 540% increase 
in all, vs. 45% for No. Three trucker, 
California’s Pacific Intermountain Ex- 
press. 

Growth, however, has not been 
Snead’s only major problem. With an 
operating ratio of 96% (vs. 78.5° for 
the railroads), truckers have tradi- 
tionally been extremely vulnerable to 
fluctuations in business, sudden rises 
in operating costs, or errors in man- 
agement judgment. 

Thus, in recent years, particularly, 


ForBes, MAY 1, 1958 





locking other locations. he cut his 








Snead has labored mightily to even 
out the fluctuations in Consolidated’s 
operations, put costs under rigid con- 
trols. From where he sits, the acquisi- 
tion of complementary companies has 
looked like the most direct and effec- 
tive solution to the problem of ever- 
mounting costs. 

Highs & Lows. Snead’s acquisition 
of Wheeler Transportation and Foster 
Freight Lines in 1956, for example, 
sharply reduced Consolidated’s ter- 
minal costs per unit last year in Min- 
neapolis and Chicago. Another bene- 
fit from expansion: the spreading of 
Consolidated’s territory, which now 
extends from western Ohio to Fair- 
banks, Alaska, and Southern Califor- 
nia, has won it diversification and 
consequent stability of traffic. This 
geographical spread also means rela- 
tive immunity from the vagaries of 
weather that can bring a trucker to 
his knees. “We had a mild winter 
last year in the Northwest, for in- 
stance, and a severe one elsewhere,” 
Snead explains. “The year before it 
was just the reverse.” 

Consolidated’s size has also enabled 
Snead to avoid the capital problems 
which have harried truckers ever 
since equipment costs began sky- 
rocketing and borrowed money grew 
relatively tight. “We have no trou- 
ble getting money,” Snead says. “We 
pay only 42% more than the prime 
rate on equipment money.” 

Availability of borrowed money is 
especially important to truckers who 
tend to use large proportions of debt 
capital. In Consolidated’s case, near- 
ly 63% of its $44-million capital 
consists of borrowed money. The 
borrowing power which its size gives 
Consolidated has enabled Snead to 
find the money he needs to reduce 
the average age of his equipment to 
two years and also to take advantage 
of any extension of the legal limit on 
truck sizes. Due largely to his ex- 
cellent equipment, Snead has been 
able to keep his operating ratio at 
94.7°., well below the industry aver- 
age. 

For stockholders, Snead’s program 
has finally begun to pay off. Snead 
expects Consolidated’s earnings per 
share to go higher in 1958. “We ac- 
tually do better in recessions,” Snead 
says. “That’s been proven in the 
past. In recession no one wants to 
hold on to inventory, and no one 
wants to miss a sale. That means we 
get the business.” 

For 1958, Snead expects a good 
year. “We expect,” says he, “that our 
revenues will be at least $85 million, 
10°, better than in 1957. Our earn- 
ings will be up too, though I can’t say 
just how much. In short, I don’t see 
how we can help having a pretty good 
year. 
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FOOD-PACKING LINE AT HEINZ PITTSBURGH PLANT: 


will it make a big splash in Europe? 


FOOD PROCESSING 


OVER THERE 


How do you say “ketchup” in 
Dutch? H.J. Heinz may soon 
have to find out. 





Ear.y in the 1900s, Founder H. J. (for 
Henry John) Heinz of Pittsburgh’s 
H.J. Heinz Co.* returned from Eng- 
land flushed with enthusiasm. He had 
decided, said Heinz to his directors, 
to begin processing his “57 Varieties” 
of specialty foods (pickles, soups, to- 
mato products) in the British Isles. 

“Compete in Europe?” The direc- 
tors threw up their hands in horror. 
But Heinz, accustomed to being a 
majority of one, went ahead with his 
plans anyway. “I will personally be 
satisfied,” vowed he, “if the English 
firm is a going concern in my grand- 
children’s time.” 

The boss had set a far 


too con- 


*H.J. Heinz Co 
mate current price 


Traded NYSE. Approxi- 
5112. Price range (1958) 
high, 5134; low, 4334. Dividend (1957): $2. In- 
dicated 1958 payout: $2.20. Earnings per share 
(1957): $6.12. Total assets: $203.2 million 
Ticker symbol: HNZ 


HEINZ’S HEINZ: 
in grandpa’s footsteps 














servative timetable. In 1918, HJ. 
Heinz II, H.J.’s grandson and the 
firm’s present president was still a 
child of 10, but in that year the British 
division turned a profit and got into 
the black to stay. In 1935, taking a 
leaf from his father’s book, Howard 
Heinz, H.J.’s successor, got Heinz of 
Australia underway. He followed this 
with an independent operation in 
Canada in 1940. Last fiscal year these 
three foreign units, accounting for 
little more than one third of HJ. 
Heinz Co’s. total net assets, brought 
in 44°% of its $278.9-million sales and 
a striking 71% of a reported net profit 
of $10.6 million. 

Last month H.J. (“Jack”) Heinz II, 
now 49 and the _ third-generation 
president of the company, carried his 
grandfather’s idea one step further. 
Globe-trotting Jack Heinz announced 
that H.J. Heinz Co. had staged a first 
beachhead on the European continent 
by purchasing Taminiau’s Conserv- 
fabrieken N.V., a major Netherlands’ 
fruit and jam canner located in the 
town of Elst not far from the West 
German border. 

Was Heinz aiming at making a big 
splash in Europe? Would Heinz ketch- 
up soon be as much at 
Cologne’s and 
smorrebrod as it now is on Chicago's 
hamburgers? 


home on 
wurt2 Copenhagen’s 
All these questions may 
prove to be of far-reaching importance 
to Heinz’ 3,700 profits-conscious stock- 
holders. 

So far, Jack Heinz was not supply- 
very specific goals for our operations 
in the Netherlands. But the Dutch 
operation will not be integrated for 
months, so we'd rather 
right now.” 

But one thing at least was certain 
If Jack Heinz did not have big plans 
in Europe, he would not be his grand- 
father’s grandson 


ing many answers. Said he have 


not comment 
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DRUGS 


THE SLOW, 
THOROUGH CURE 


However frustrating it may 
be for Wall Street, there are 
no miracle drugs for curing 
sick companies. Case in 
point: it took able Justin 
Dart a tough ten years to 
restore Rexall to robust 


health 


“Wuen I became president of this 
company,” says handsome, graying 
Justin Whitlock Dart, “I told the di- 
rectors it would take me at least ten 
years to turn it around.” Dart was 
being neither coyly modest nor ex- 
cessively cautious. No one knew bet- 
ter than Dart that in 1946 Rexall 
Drug Co.* was in bad shape. 

To the unpracticed eye Rexall 
looked healthy enough. Its 540 wholly 
owned drug stores blanketed a USS. 
that was anxious to buy their ice 
cream sodas, lipsticks, prescription 
drugs and stationery. Another 10,000 
associates used the Rexall name, 
bought a large portion of their pro- 
prietary drugs, cosmetics, stationery 
and the like from Rexall factories. In 
the immediate postwar years, Rexall 
was far and away the biggest drug 
chain in the U.S., boasting average 
annual sales of some $180 million. 

Corporate Anemia. But Rexall was 
suffering from anemia of the balance 
sheet. If sales were healthy, profits 
were not. In 1947 the company earned 
a net profit of just lc on the sales 
dollar, 0.8c in 1948 and ran a deficit 
in 1949. Many of the company’s stores 
were too small for profitable operation 
in an era of high labor costs. In other 
cases, too-expensive leases were 
draining away potential profits. On 
top of that, its debt was high in re- 
lation to stockholders’ equity and 
management was dangerously de- 
crepit. The sheer strength of the post- 
war boom had given Rexall the 
appearance of health, but the appear- 
ance was an artificial one. 

Shrewd business doctor that he was, 
Justin Dart knew that Rexall was 
very sick. But when he took over, 
there were some on Wall Street who 
expected miracles. Wall Street enjoys 
looking for sick companies which it 
thinks are about to jump out of bed 
and flex their fiscal muscles. 

Promising Start. In many ways Jus- 
tin Dart seemed just the man to pro- 


“Rexall Drug Co. Traded NYSE. Approxi- 
mate current price: 1334. Price range (1958) : 
high, 14; low, 81g. Dividend (1957): 50c. In- 
dicated 1958 payout: 50c. Earnings per share 
(1957): $1.45. Total assets: $97.1 million. 
Ticker symbol: REX. 
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REXALL’S DART: 
“feeling better and better” 


duce such a miracle. While still in 
his thirties he had done a first-class 
job revitalizing the rival Walgreen 
drug chain. Brought to Rexall in 1941, 
he plunged enthusiastically into the 
thankless job of running its unwieldly 
retail chain. Youthful (he became 
Rexall president at 38), and possess- 
ing a flair for the dramatic, Dart made 
first-class copy for the newspapers. 

But despite all the publicity that 
accompanied his move to the top spot 
at Rexall, Dart never promised any- 
thing but a slow and painful recovery 
for the patient. Says a close asso- 
ciate: “‘Jus’ was very much aware 
of the magnitude of the problem he 
faced. ‘We are,’ he used to tell us, 
‘going to look worse before we look 
better.’ ” 

Strong Medicine. For a while Rex- 
all did indeed look worse. Knowing 
well that no mere patch-up job would 
do, Dart prescribed strong medicine, 
consciously set about to remake the 
company. The first thing he did was 
to cut the retail division down to 
profitable size. Giving up volume is 
something no business likes to do, but 
Dart went about it with a vengeance. 
Selling some stores to managers on 
easy terms, buying and bluffing his 


way out of bad leases, simply pad- ° 


-— CORPORATE CHANGEOVER 





Once primarily a chain of retail 
drug stores, Rexall is today a di- 
versified drug company. Here is a 
shrewd Wall Street guess at where 
Rexall's profits came from in 1957: 


approximate approximate 


net profit % of total 
Proprietary drug & : 
cosmetic division. .. .$2,300,000 50% 
Retail division....... . 1,150,000 25 
Ethical drug division... 700,000 15 
Manufacturing division. 460,000 10 














locking other locations, he cut his 
retail store chain from 540 stores to 
just 160 by last year. 

The Monday morning quarterbacks, 
however, were soon _ disillusioned. 
Dart neither promised, nor delivered, 
quick miracles. In 1949 Rexall actually 
sank $1.3 million into the red, earned 
in the following three years just over 
1c on the sales dollar. In Dart’s third 
year as president Walgreen passed 
Rexall in sales volume. 

For his critics during those rough 
years, Justin Dart had a cheerful re- 
joinder. “To those not in the compa- 
ny,’ he used to remark, “we look 
worse and worse. But inside, in the 
overhead department, we're feeling 
better and better.” 

Slow Recovery. Those willing to 
probe beneath the surface of the 
profit-&-loss statements could hardly 
disagree with Dart there. Rexall was 
slowly recovering. Using some of 
the capital pulled out of money-losing 
stores, Dart plunged Rexall into ethi- 
cal drug manufacturing, built its 
wholly owned subsidiary, Riker Lab- 
oratories, from a standing start into 
a small (1957 volume: approximately 
$8 million) but a potent contender for 
a growing market. 

Dart also beefed up sales of his vita- 
mins, cosmetics and proprietary drugs 
to the 11,149 independent drug stores 
which display the Rexall emblem. He 
packed up headquarters and moved 
it from Boston to Los Angeles, dras- 
tically slashed his burdensome over- 
head, brought in a new, young man- 
agement team. 

All this took time. But during the 
very years when sales volume was 
shrinking, Rexall’s profit margin was 
rising. In 1952 the company netted 
just 1.8c on the sales dollar. Within 
three years the figure was up to 2.7c 
and by 1957, year of the Great Profit 
Squeeze, it had climbed to an ex- 
tremely healthy 2.8c. 

Wall Street Misses Out. Wall Street, 
however, took scant notice. During 
most of 1955, 1956 and 1957 Rexall’s 
common stock was stuck in a narrow 
range between 712 and 10%. 

Not until early this year did Rexall 
stock really start to move. Opening 
the year around 8, it climbed to 14 
by late last month. Actually there 


was nothing mysterious about the 
sudden rise. Investors were finally 
getting around to capitalizing the 


enormous changes that Justin Dart 
and his management team had 
wrought. 

This year evidence of the changes 
have become especially compelling. 
Item: Rexall’s 1957 net per share 
rose to $1.45, highest since World 
War II. Item: in the first quar- 
ter of 1958 Rexall earned 30c a share, 
a 36% improvement over the same 
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quarter last year and a virtual guar- 
antee that Rexall would earn as much 
in 1958 as in 1957—recession or no. 

“A Growth Company.” Its fiscal 
health restored, where does Rexall go 
from here? Obviously Dart is not 
going to rest on his oars. Says he: “A 
company that stands still is really 
going backwards and doesn’t know it.” 

Right now Dart and his aides have 
several promising irons in the fire. 
One of them is Rexall Realty, a sub- 
sidiary which puts up the credit to 
enable promising young druggists to 
open stores in shopping centers and 
in return gets a share in the business 
as well as repayment of its loan. An- 
other iron is Riker Laboratories which 
has a big new plant and warehouse 
building at North Ridge, California, 
near Los Angeles. And after shrink- 
ing Rexall’s retail division to what is 
in effect three regional chains, Dart is 
now beginning a slow, selective ex- 
pansion on the basis of opening per- 
haps five or six new Liggett or Owl 
drug stores every year. Then, too, 
Dart has put Rexall into the plastic 
pipe business and into the manufac- 
ture of polystyrene plastic powder. 
The latter two are relatively small but 
promising operations. 

With all these ventures underway, 
Dart figures Rexall is going to need 
all the capital it can get over the next 
few years. For that reason, the com- 
pany has not increased its dividend 
from the 50c annual rate set in 1955, 
even though profits have risen steadi- 
ly since then. “Make no mistake,” 
says Justin Dart. “We’re a growth 
company and we can find good uses 
for our cash.” 

By strictest Wall Street standards, 
Rexall is not, of course, a growth 
company. Its record has been too 
erratic. But The Street has been 
wrong about Rexall in the past. Dart, 
having proven himself a patient man, 
is determined to show the financial 
community that his thriving drug 


company is still on the move. 
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GLASS 


MIRROR IMAGE 


Glass industry earnings this 

year provide so many picture 

windows on very different 
worlds. 


“THE GLASS industry,” a famed invest- 
ment banker once commented, “is a 
reflecting mirror of the whole econ- 
omy.” It is a neat phrase, and last 
month it was a very revealing one. 

Fields of Vision. If the glass indus- 
try is a virtual picture window on the 
nation’s economic life, the view varies 
immensely. For glassmakers like Lib- 
bey-Owens-Ford,* whose field of vi- 
sion is industrial and construction mar- 
kets, the scene these last years has 
been one of hectic, bulldozing growth 
and profit. For glassmakers like 
Owens-Illinois and Anchor Hocking, 
specialists in packaging, the prospect 
has been more serene. What they 
gained in stability, they lost in in- 
herent profitability. 

This year, however, as reports from 
these glassmakers last month trans- 
parently showed, the packagers were 
having their innings. They barely 
seemed to feel the recession. From 
Toledo, Owens-Illinois reported first- 
quarter sales up 3.6% to $119.3 mil- 
lion, earnings off a moderate 14% to 
80c a share. And as a sort of foot- 
note to these facts, Chairman John P. 
Levis made it clear this was due not 
so much to Owens-Illinois’ glass busi- 
ness as to its more volatile commit- 
ment in paperboard and corrugated 


boxes. Lancaster, Ohio’s Anchor 
Hocking Glass Corp. likewise was 
feeling no recession pains. First- 


quarter earnings, Chairman Isaac J. 


*Libbey-Owens-Ford Glass Co Traded 
NYSE. Approximate current price: 74. Price 
range (1958): high, 7842; low, 70!2. Dividend 


(1957): $3.60. Indicated 1958 payout $3.60 
Earnings per share (1957) : $5.36. Total assets 
$184.3 million. Ticker symbol: LOF 


market conditions were plain to see 





LIBBEY-OWENS-FORD’S BIGGERS: 


ready for a rainy day 


Collins reported, were exactly in line 
with last year’s $1.20 per share 

It was quite otherwise with Tole- 
do’s Libbey-Owens-Ford. Last year, 
Chairman John D. Biggers reported 
the largest operating profit margin in 
the glass industry, a_ well-polished 
33.7c on every dollar of sales. This 
year Libbey-Owens-Ford is accurate- 
ly mirroring the setback in the in- 
dustrial markets it serves. Normally 
Biggers counts on well over half of 
his gross coming from the auto in- 
dustry. Every plate 
glass in any car made by General 
Motors, for example, bears the sand- 
blasted trade mark “L-O-F.” This 
year, however, auto output is off 
31%. The rest of Biggers’ 
comes mainly from the construction 
industry, to which he supplies window 
and structural glass. So far this year 
construction awards are down 9° 

Thus last month, when John Big- 
gers mailed out L-O-F’s first-quarter 
report to stockholders, he was pass- 
ing along relatively bad—if not un- 
expected “Sales,” Big- 
gers, “declined substantially in nearly 
all [our] markets.” Earnings fell even 
farther, with net per share declining 
to just 72c a share, less than half that 
in last year’s first quarter, and the 
lowest quarterly profit since 1952 

Cash Reserve. Yet if any 
was ready to take such sour 
in stride it was L-O-F. Fully aware 
of the setbacks L-O-F’s earnings were 
liable to, Biggers had prudently laid 
by ready cash for a rainy day. When 
it came, Biggers had a whopping $36.9 
million in cash items on 
sheet, a sum that has risen no 
than 29% in the last yea 

Thus last month when L-O-F’s 90c 
quarterly dividend came due, the di- 
rectors hardly hesitated in acting 
Though the payout exceeded earn- 
ings for the quarter by a good 18c per 
share, they paid it without qualms. 
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less 


23 








BONDS 


SIR HENRY’S HEIRLOOMS 


Adam Smith was convinced they would ruin the British character. 


Karl Marx suspected a capitalistic trick. But today many sophis- 


ticated Wall Streeters 


regard  Britain’s 


backed 


Consols, 


by nearly 300 years of solvency, as a first-class investment. 


“ENGLAND,” France’s Louis XIV _ is 
supposed to have muttered, “is a little 
garden full of sour weeds.” Other 
distinguished foreigners have sneered 
at British cooking (“boiled and taste- 
less”), its women (“overbearing”), 
and its climate (“blasted English driz- 
zle’”’). But there is one Britannic insti- 
tution for which not even the severest 
critic has had a bad word for many 
a generation: the British govern- 
ment’s 242% Consolidated Stock, or 
“Consols” as generations of investors 


since Waterloo have fondly called 
them. 
Best Barometer. The Consols, of 


which there are currently some $765 
rillion in existence (including the 
Consol 4%s), have been around in 
one form or other since about 1711. 
That makes them probably the world’s 
senior securities. Seasoned as the 
Consols are by the centuries, many a 
shrewd moneyman in London and 
New York watches them as probably 
today’s most sensitive barometer of 


the “pure” long-term interest rate 
(i.e., the hire price of borrowed 
money ). 


As such a barometer, the Consols 
are like no other security in the 
world today. They are backed by the 
full credit of the British government, 
which has defaulted on no debt since 
the 1660’s* And, Britain’s Consols 
are perpetual. This is important. All 
other things being equal, a bond due 
in, say, ten years, will usually sell at 
a higher price (and a lower yield) 
than one due in 20 years. Reason: 
the holder of the 10-year bond has 
been promised his money back soon- 
er than has the holder of the 20-year 
bond. But in that sense the owner of 
a Consol never gets his money back. 
Like death and taxes, Consols go on 
forever, never come due for payment 
of principal. 

Consols are, in effect, a perpetual 
annuity whose price in the market 
place is determined by only two fac- 
tors: 1) the current credit standing 
of the British government, and 2) the 


*As a consequence of the depression of the 
Thirties, the British failed to keep up pay- 
ments on debts incurred to the U.S. Govern- 
ment during World War I. Eventually, how- 
ever, the claims were settled. But as respects 
debts owed by the British government to 
individuals, there has been no default for 
nearly 300 years. Even during the dark days 
of World War II, full payment was made in 
dollars to private U.S. holders of British gov- 
ernment bonds. 
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going long-term hire price of money. 

Turnabout? If absolute confirmation 
were needed that the six-year-long 
rise in interest rates had about ended 
throughout the world, London’s Con- 
sols were providing it last month. For 
the sixth consecutive month they 
climbed, touching 50% in April. That 
made a rise of some 10% since they 
sank to 45, one of the lowest points 
in their history, in 1957 (see chart, 
p. 25). 

Consols, of course, were far from 
being the only straws in the wind of 
higher interest rates. The U.S. Gov- 
ernment’s 342% bonds due in 1990 
went out at par the day before Christ- 
mas, 1957. Last month their bid price 
wes 105.28. Among high quality 
corporate bonds, American Tobacco 
3’s of 1969 have risen from their 1957 
low of 83 to a recent 96. And so 
throughout the capitalistic world of 
borrowing and lending. 

In itself there is nothing remarkable 
about higher bond prices: when a 
bank can lend money at 4% it is un- 
likely to pay more than 75 for a 3% 
perpetual bond. But when the bank 
can only earn 242% on its money it 
willingly will pay 120 for the same 
bond. Yet those who think that inter- 
est rates are really and decisively on 
their way down have been taking 
special heart from the rise in Consols. 
Reason: of all the world’s debt issues 
the perpetual Consols are least likely 
to be affected by temporary and local 
changes in the supply of lendable 
money. 

Americans Are Buying. But Consols 
are more than historical curiosities, 


THE GILT-EDGES ——— 


Here are vital statistics on some 
of Britain's leading government 
bonds, or gilt-edges, as they are 
traditionally called. 





British Postwar Postwar Recent Recent 
Gilt-Edges High Low Price Yield 
War Loans 342% 104% 60 67% 5.16% 
First call date, 
Dec. 1952 
Savings Bd. 3% 1043/16 83 86%, 3.46 
1955-65 
Savings Bds.3% 113 15/16 73 7658 3.92 
1960-70 
Savings Bds.3% 103% 65% 71% 4.20 
1965-75 
Consols 242% 833/16 45 5042 4.95 
Funding 4% 11512 83% 87 4.60 
1960-90 
Consols 4% 111% 67 72% 5.53 


First call date, 
Feb. 1957 















SIR HENRY PELHAM: 
he really started something 


more than a barometer for profession- 
al investment men. At least two im- 
portant Wall Street houses, Carl M. 
Loeb, Rhoades & Co. and Carl Marks 
& Co., currently are recommending 
them to some of their clients. Their 
analysts are attracted by the fact that 
the current yield of 4.85% looks good. 
They are even more intrigued by the 
chance that the Consols could con- 
tinue to go up if interest rates con- 
tinue to fall throughout the world. 
Argues one Manhattan analyst: “Con- 
sols have risen some five points on the 
drop of the British bank rate to 6% 
from 7%. But at 6% the bank rate 
is still abnormally high. It’s only a 
question of time for it to fall more. 
If that happens, the Consols can go 
in only one direction: up.” 

There is still another reason why 
some Wall Streeters look on Consols 
as a good bet: interest is payable in 
American account premium sterling, 
freely convertible into dollars at 
$2.81142 per pound and is free of all 
British income taxes. There is only 
one flaw: to get the exemption 
from British taxes, U.S. investors are 
required to apply for it. This is only 
a technicality. The British Treasury 
grants exemption without delay. But 
the technicality frightens some invest- 
ors away. As a result most USS. in- 
vestors prefer to invest in other Brit- 
ish government issues (see table). 
They may be missing a good bet. 
Currently the Consols combine a 
high return for a government bond 
with a good chance of profit. 

Road to Ruin. Whatever Americans 
may think of them, Consols have 
served British investors well since 
1751. In that year, Sir Henry Pelham, 
one of the great Chancellors of the 
Exchequer, issued the first Consols 
at 3%, to “consolidate” earlier per- 
petual annuities which Britain had 
issued in Queen Anne’s time. 
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So Sir Henry’s Consol is the 
grandfather of all modern government 
bonds; prior to the late 1600s, most 
government debt consisted either of 
what we would call today tax antici- 
pation notes or simply of I.0.U.s which 
merchants and bankers would dis- 
count. With perpetual annuities Brit- 
ain really started something. By the 
time Sir Henry’s Consols were re- 
placed in 1888 by a new 212% issue, 
they had become virtual heirlooms in 
many British families and forerunners 
of a whole range of “gilt-edged” bonds. 

But solid as Sir Henry’s heirlooms 
proved to be, many of his distin- 
guished contemporaries were con- 
vinced they would be the ruin of Eng- 
land. Adam Smith, for one, was 
scandalized. “The practice of funding 
[i.e., making debt long-term],” the 
great economist wrote in The Wealth 
of Nations, “has gradually enfeebled 
every state which has adopted it .. . 
[it] will in the long run probably ruin 
all the great nations of Europe.”* 

The Golden Age. The Consols, how- 
ever, did not ruin Britain. Between 
the Napoleonic wars and World War 
I, Britain gloried in its golden age, 
and there was virtually no increase 
in Britain’s over-all debt. In fact, 
Karl Marx, writing more than half a 
century after Smith, inveighed against 
government bonds as being a main- 
stay of capitalism. Marx complained 
bitterly about “the great part that 
the public debt . . . has played in the 
expropriation of the masses” and 
traced to it “all stock exchange gam- 
bling and the modern bankocracy.” 

Over the years, few Britons agreed 
either with Smith or Marx. David 
Ricardo, another great British econo- 


*If Adam Smith was wrong about funded 
debt being the ruin of Britain, he was re- 
markably prophetic on two other counts 
“When national debts have once been ac- 
cumulated to a certain degree,” wrote he, 
“there is scarce a single instance of their 
having been fairly and completely paid.” 
Smith rightly predicted that the debts would 
simply be passed from one generation to 
another and that their burden would be kept 
within bounds by periodic debasements of 
the currency— inflation, as we now call it. 





KARL MARX: he objected 


mist, speculated in Consols. When 
Napoleon’s conquests pushed their 
price below 50% of par — Ricardo 
bought heavily, thus laid the founda- 
tion of a fortune which lasted in the 
hands of his heirs almost to the 
present day. Parson Malthus took 
time out from predicting the doom of 
the human race to make profitable 
turns in them. Consols were a favor- 
ite of the Rothschilds. 

But the Consols reached their great- 
est glories in Queen Victoria’s time. 
“In those days,” one subsequent au- 
thor has written, “the Consols seemed 
to personify all the virtues and all the 
security of a comfortable world.” 

One banker of the time, carried 
away by the Consols’ reputation for 
rocklike reliability, described them 
as “one of the brightest jewels in our 
Sovereign’s Crown.” A _ pardonable 
enthusiasm for a banker: without 
question the Consols were to Vic- 
torians what AT&T’s $9 dividend has 
been to a recent generation of Ameri- 
cans. Whatever temporary setbacks 
might cause them to decline, the Con- 
sols always came back. As for the 
quarterly interest payments—nothing 
interfered with them. During most of 








QUEEN VICTORIA; she approved 


Victoria’s 64-year reign Consols 
rarely sold below 90, celebrated her 
Diamond Jubilee in 1887 by touching 
par. 

Not Defaults But Inflation. Since 
Victoria’s time, Britain’s fortunes, and 
her credit, have both waned. The 
Consols have sold below 50 only five 
times in history, the latest drop co- 
inciding with the advent of tight 
money in the early Fifties. But that 
has been only part of the comedown. 
In 1910 the income from £10,000 
worth of Consols would buy a com- 
fortable living. Inflation and devalu- 
ation have taken their toll. Today 
an Englishman would need £50,000 
worth (at par) to live as well. And 
the market value of that Victorian 
investment would have declined from 
$45,000 in U.S. dollars to just $14,000 

For this reason, some bankers think 
that the Consols will never again sell 
Current bear markets not- 
withstanding, many of today’s money 
men think common stocks and prop- 


near par. 


erty, not bonds, are the only possible 
long-range’ refuge 
Bonds, therefore, 
of favor, even when they 
300 


from _ inflation 


are somewhat out 


have some 


years of solvency behind them 
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Never Again at Par? It would prob- 
ably be too much to expect any bond 
again to enjoy the favor that Consols 
once had. Besides inflation, devalua- 
tion is a constant threat to any US. 
investment in Britain because it would 
reduce its dollar value. But hav- 
ing survived the rise and fall of 
the British Empire, Napoleon, Hitler 
and many years of near-socialism, 
Sir Henry’s Heirlooms have earned 
a reputation for solidity and solvency 
that few investments can equal. Unless 
you want to argue with history, it is 
hard to doubt that the Consols are an 
unusually sound investment at around 
50%—even for those who do not like 
British cooking or climate. 


RAILROADS 


THE PRICE OF 
PATRONAGE 


In any other industry, the 

Minneapolis & St. Louis’ an- 

swer to lagging traffic—rate 

cuts—would be _ matter-of- 
course. 


IN MANY segments of the American 
economy, dropping demand brings a 
prompt reaction: lower prices. But the 
nation’s railroads have never fully 
accepted that first corollary of the 
iron law of supply and demand. In- 
stead railroad men are shocked when 
such mavericks within their ranks as 
the Southern’s Harry A. deButts 
propose to remedy traffic losses to 
truckers by lowering rates. 

Rate Remedy. Last month South- 
ern’s deButts clearly had a new 
apostle. He was Albert W. Schroeder, 
president of the smallish Minneapolis 
& St. Louis Railway.* For several 
months, Schroeder has been whack- 
ing away at the Minnie’s tariffs with 
a will. Explained he: “We have been 
losing business to trucks, and the 
reason is very simple. Our industry’s 
rate increases have been put into ef- 
fect without any regard for our com- 
petition.” 

Schroeder has plenty of regard for 
his competition: they have been steal- 
ing his business, particularly grain 
traffic. So last December Minnie’s boss 
experimentally cut grain tariffs on a 
subsidiary line an average of 50%. 
His theory: the price of patronage is 
an attractive rate. Its proof: a grati- 
fying rise in the line’s grain traffic. 
As a result, Schroeder expects the 
line, which lost $30,000 last year, to 


*Minneapolis & St. Louis Railway. Traded 


NYSE. aa roximate current price: 21. Price 
range (1958): high, 2144; low, 17. Dividend 
(1957): $1.40. Indicated 1958 payout: $1.40. 


Earnings per share (1957) : $2.69. Total assets: 
$40.9 million. Ticker symbol: MSL. 
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wind up 1958 comfortably in the black. 
Encouraged by this success, Schroeder 
now plans to extend his bargain prices 
on grain haulage to his northern lines. 

Most railroad men, faced with price- 
cutting doctrine, reply that the earn- 
ings-poor railroads cannot afford that 
medicine. Schroeder’s answer, how- 
ever, is that they cannot afford to do 
without it. “You sure can’t make 
money,” he says, “on the traffic the 
trucks are carrying.” Hence his 
theorem: “Rate reductions are not the 
whole answer to our industry’s prob- 
lems: but where you have got a 
competitive situation, they go a long 
way toward solving them.” 


Another prescription has gone a. 


long way toward reducing the impact 
of the industry’s downtrend in earn- 


% Change 





SKINNED CAT 


In finance as elsewhere there’s more 
than one way to skin the fiscal cat. 
Over the past few years, the 
Minneapolis & St. Louis has been 
able to boost its per-share earnings 
twice as fast as its net income by 
the simple expedient of dilution in 
reverse—i.e., picking up its own de- 
pressed shares in the open market. 

















1957 


ings on the Minnie. By the simple 
expedient of acquiring its own stock at 
depressed prices, the Minnie has 
sweetened up the earning power of 
the remaining shares (see chart). This 
device, however, has probably already 
been used as much as it can. Explains 
Schroeder: “Now we are anxious to 
restore our working capital after the 
capital expenditures of the last several 
years.” 

Greener Fields. Like many other 
agricultural roads, the Minnie is far- 
ing disproportionately well this year. 
Thus, while industry carloadings were 
down 18% in the year’s first 12 weeks, 
the Minnie’s dipped only 7%. Far from 
bearing the brunt of large decreases 
in earnings other roads were feeling, 
the Minnie’s first-quarter net per share 
was off only a relatively moderate 


z 


18.5% on a 5% decline in revenues. 
“This,” says Schroeder, “is pretty en- 
couraging. We had budgeted for a 
20% drop in earnings this year. But 
our first-quarter results have made 
us a bit more optimistic.” 


COAL 


NEWS FROM 
UNDERGROUND 


In Consolidation Coal’s case, 

steeply dipping production 

and dramatically higher ca- 

pacity may not be the para- 
dox they seem. 





Watt Street could not help but no- 
tice the anomaly. With coal produc- 
tion on the skids, the news from 
Chairman George Love’s headquar- 
ters at Consolidation Coal Co.,* 
(formerly Pittsburgh Consolidation 
Coal Co.) the U.S.’ largest independ- 
ent coal producer, seemed strange 
indeed. His company, announced 
Love, was getting set to put a huge 
new bituminous mine into operation, 
whose 3-million-tons-a-year annual 
capacity would make it the biggest 
in the company’s string. A little 
background made it even stranger. 
For the big Loveridge mine is the 
third Consolidation has opened in the 
past twelve months. 

The Next Crest. What was Consoli- 
dation’s Love up to? At the moment, 
he could not have needed Love- 
ridge’s new production less. For in 
the first quarter alone the big miner’s 
output was off a full 33% for lack 
of demand. That was half again as 
large a cutback as the industry as a 
whole was sustaining. 

Moreover, it seemed a good question 
whether Consolidation could afford 
Loveridge. With the contraction in 
bituminous coal markets coming just 
where it would hurt Consolidation 
most, first quarter earnings were off 
nearly 50% to 35c a share. The steel 
industry, which last year took 32.2% 
of Consolidation’s output, was in the 
doldrums. Meanwhile export coal 
markets, which accounted for 13.5% 
of the miner’s 1957 production, had 
contracted by more than 30%. 

One answer of course was that 
Consolidation’s expansion had been 
planned five years ago, long before 
the current slump set in. Yet Love 
had no regrets, insisted that he would 
do it all over again—even if he could 


*Consolidation Coal Co. Traded NYSE. Ap- 
proximate curret price: 313g. Price range 
(1958) : high, 347%; low, 303g. Dividend (1957) : 
$1.20. Indicated 1958 payout: $1.20. Earnings 
per share (1957): $2.90. Total assets: $353.2 
million. Ticker symbol: PBM. 
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have foreseen today’s weak coal mar- 
kets. For in deciding to open the 
new mines, Love was looking not to 
recent peaks and troughs in the coal 
market but to what his economists 
call “the coming crest.” Explains 
Love» “For the present, we find our- 
selves with the ability to produce 
more coal than our normal markets 
require. But if we are to serve our 
customers properly, we must have 
the capacity to meet their anticipated 
requirements, rather than merely 
their current needs.” By every yard- 
stick Love knows of, those future 
requirements are going to be huge. 

There is, however, more than ton- 
nage involved in Consolidation’s big 
expansion effort. For its new mines 
are intended to do something more 
than just produce more coal. They 
should also go a long way toward re- 
orienting the miner’s product mix 
more strongly in the direction of the 
stable utility coal market. (One ex- 
ception is the 20,000-tons-per-day 
Humphrey mine, completed last 
March, which will produce metallur- 
gical coal.) The Loveridge mine’s out- 
put is intended for utility markets, as 
is the 1.8-million-ton output of the Ire- 
land mine, which will fuel the gen- 
erators of AG&E’s new Kammer 
steam-generating station at Captina, 
West Virginia. By getting their pro- 
duction under contract, Consolida- 
tion’s sales curve could be smoothed 
out. 

Here & Now. Yet these new mines 
are not likely to help much in solving 
Consolidation’s major current prob- 
lem: the slump in demand by its 
important steel industry customers. 
Thus with the 30c quarterly dividend 
barely covered in the first quarter, 
the dividend itself seemed to be in 
jeopardy. Love, however, is not at all 
sure that this is necessarily so. Says 
he: “I think the directors would want 
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CONSOLIDATION’S LOVE: 
he preferred the long view 


to maintain the dividend longer than 
those companies which have paid out 
larger percentages of their earnings 
in the past.” 

Even at its conservative 46% pay- 
out over the past five years, Consoli- 
dation has been relatively liberal 
with dividends. Not perhaps as com- 
pared with Island Creek, which paid 
out 59% of available net. But by con- 
trast with Pittston, which disbursed 
26% of earnings, it has been generous. 

Later On. For all its present distress 
Consolidation has a tradition of sta- 
bility in business recessions. And on 
that basis many a Wall Streeter has 
not yet abandoned hope that its divi- 
dend may yet remain intact. Even 
in 1954, while not a few other coal 
companies were painfully close to defi- 
cits, the big miner had managed to earn 
a respectable $1.87 per share. Can it 
repeat its 1954 coup this year? Love 
himself eschews any predictions of 
exact earnings. “But,” says he, “a pro- 
jection from our first-quarter earnings 


probably represents a conservative 


approach.” On that basis, Consolida- 
tion’s probable earnings work out to 
upwards of $1.40 a share. 








VA: 
a step toward a more stable market 


ENTERTAINMENT 


IN THE GROOVE 


Even hi-fi and rock-and-roll 

have not been enough to keep 

the phonograph record mak- 
ers on the upbeat. 





For THE past few months, one con- 
sistently lively tune has reverberated 
through Wall Street as industry gen- 
erally slowed down to a subdued 
three-quarter beat. Far from feeling 
the drag of recession, the nation’s 
phonograph record makers’ were 
jumping to the growth tunes of hi-fi 
and rock-and-roll. Last year alone 
they gave a merry whistle as sales shot 
up to $400 million, a rocketing 25% 
rise. Moreover, with increasing num- 
bers passing into the music-conscious 
teen-age bracket, it seemed clear that 
the disc-makers’ sales were bound to 
keep on rising. 

Discordant Note. Yet last month, 
Wall Street heard an unexpectedly 
discordant note struck amid this happy 
harmony. It came from a Manhattan 
recording studio where President 
Milton R. Rackmil of Decca Records,* 
the only major publicly held record 
company,t added some _ important 
modulations of his own. The record 
business was good, reported Rackmil, 
but not good enough to 
least a slight twinge from the reces- 
sion. Decca’s own first-quarter earn- 
ings from its record business, for 
example, would be “slightly 
than last year—but not much.” 

Rackmil was not quite as reassur- 
ing, however, about the flip side of 
Decca’s record: its 81% ownership of 
ailing Universal Pictures, which con- 
tributed about 39% of Decca’s net in- 
come last year. At Rackmil’s direction, 
Universal has entirely halted film pro- 
duction while it works off its back- 
log, and will not start its cameras 
grinding again until this summer 
While the studio will show some im- 
provement in its current fiscal quarter, 
Rackmil expects it to continue to run 
in the red. Thus Decca’s own con- 
solidated net earnings for the quarter, 
predicted he, “are going to be down 
considerably” from the 6lc a share of 
last year. 

Two things kept Rackmil in an up- 
beat mood. First, he 
holders, Decca’s dividend is “safe for 
1958.” Moreover, he was confident that 
the Universal picture should brighten 


escape at 


lower 


assured stock- 


*Decca Records 
mate current price 
high, 1614; low 


Traded NYSE. Approx 
1514. Price range (1958) 
1374. Dividend (1957): $1. In 
dicated 1958 payout: $1. Earnings per 
(1957) $2.48. Total assets $38.0 
Ticker symbol: DKA 
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million 


‘Of the top ten record companies 
privately or corporately held 


nine are 








considerably once work is resumed. 
“We will make the type of pictures” 
said he, “we think can make money 
for us.” 

Upbeat Items. It is almost an axiom 
in Wall Street that the recording side 
of anybody’s business can hardly help 
but make money. And in Decca’s case, 
that seems particularly so, for the 
investment involved is virtually negli- 
gible. Last year, for example, Decca 
Records rang up $31.8 million in sales 
on a net plant worth exactly $1.2 mil- 
lion at cost. Moreover, Decca is well 
fixed to finance the merchandising ef- 
fort that puts a record company in the 
groove if it has the hits. Of Decca’s ac- 
tual operating assets, no less than half 

$7.1 million—are in cash. That kind 
of financial picture goes a long way 
toward explaining why so many 
movie-makers are moving into the 
record business in search of profits. 

Win or Lose. It may well be, in 
fact, that the darkened Universal 
studios will yet turn out to be a gold 
mine for Decca stockholders, each of 
whose shares also represent an in- 
terest in roughly one half a Universal 
share. The film company’s library of 
pre-1948 films, now on lease to TV, 
well might bring in, according to 
knowledgeable trade sources, about $10 
per share of Decca stock in an out- 
right sale. Moreover, even if Univer- 
sal’s fortunes flickered so badly that 
it had to be dissolved, its cash alone 
would be worth $9 a share to Decca 
stockholders. Win or lose, many Wall 
Streeters believe it is hard to see how 
Decca shareowners will fare other 
than well. 

And however Decca’s fortunes de- 
velop in 1958, one thing is certain: a 
given amount of earnings will go fur- 
ther for stockholders this year. As 
Rackmil noted, Decca has bought a 
block of 75,000 of its own shares from 
a group of investors for $15.08 a share, 
and has salted them away in the treas- 
ury. he reduction in outstanding 
common stock thus 
roughly 5%. 

» . . 

Decca’s way, however, is no soft bed 
of roses. Just a few days after the 
annual meeting, the Justice Depart- 
ment filed suit to dissolve the agree- 
ment under which Screen Gems, a 
Columbia Pictures subsidiary which 
distributes its films to TV, obtained 
an exclusive license for Universal's 
pre-1948 film library. In effect, said 
the Justice Department, it amounted 
to a conspiracy to eliminate com- 
petition in TV film distribution. Re- 
torted Rackmil: “There is nothing 
in the contract between Universal 
and Screen Gems which we feel is 
improper. We will vigorously defend 
our position and are confident that we 


will be upheld.” 


accomplished: 
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DECCA’S RACKMIL: 
how about the flip side? 


WALL STREET 


FADING FASHION? 





Are the chemical stocks going 
temporarily out of fashion? 
Certainly the leading issues 
are disconcertingly close to 
their three-year lows. 


IN STOCKS, as in women’s hemlines, 
nothing is less permanent than this 
season’s favorite fad. Retail stocks, 
a Canyon favorite in the 1946 bull mar- 
ket, were relative wallflowers in the 
bull market of the mid-Fifties. And 
the utilities, darlings of 1929, have 
never since climbed back to the lofty 
prices of those extravagant days. 

But for a long time it looked as 
though one durable investment fash- 
ion might go on forever: the cult of 
the chemical stocks. By 1936, many 
chemical shares had already sailed 
past their 1929 highs, at a time when 
the stock market was selling at barely 
one half of its 1929 highs. Up and 
up the chemical stocks went, relatively 
unaffected by wars and recessions, to 
march in the vanguard of the great 
Eisenhower bull market of 1953-56. 


Tg 


To many investors it had begun to 
look as though nothing was simpler 
than making money in _ chemical 
stocks. You bought them, put them 
away for a year or two and calculated 
your profit. 

Out of Favor. But last month,it was 
apparent that the great chemicals’ fad 
had, temporarily at least, run _ its 
course. Union Carbide, No. Two US. 
chemist, was making regular ap- 
pearances on the Big Board’s “new 
lows” list. Shares of du Pont, No 
One chemist, had made no real up- 
ward progress since late 1954. 

So it was for almost the entire in- 
dustry. As measured by Standard & 
Poor’s chemical shares index, the in- 
dustry’s common stocks (see chart, 
page 29) were dragging along late last 
month at the lowest level since 1955— 
after giving up nearly half of their 
1953-56 gains. 

Had the whole stock market been 
going down, the chemical stocks might 
have looked somewhat less forlorn. 
But on many a day last month, the 
newspapers carried long lists of stocks 
in other industries which were hitting 
new highs. Utilities, as measured by 
Standard & Poor’s utility average hit a 
post-1931 high in April. Food shares, 
too, registered new highs in 1958. Even 
the aircrafts, one of the hardest hit in 
last year’s sharp break, had climbed 
back some 10% of the way. 

The Specialists. But among the 
chemical stocks, only two have made 
any gain over their 1956 highs. 
One, film-and-camera-maker Eastman 
Kodak, normally counts on chemi- 
cals as such for only 7% of its sales. 
The other, President Wilbur G. Mal- 
colm’s American Cyanamid gets no 
less than 31% of its sales—and a good 
deal more of its profits—from the 
booming drug business. 

Another chemical stock, Air Reduc- 
tion, was selling close to its 1956 high, 
but it is something other than a typical 
chemicalmaker. At Air Reduction 
Co.; President John A. Hill has spe- 
cialized in producing oxygen, acety- 
lene and other types of industrial gas 


DU PONT CELLOPHANE CASTING MACHINE: 


stock market fashions change, too 
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CHEMICAL STOCKS, 
as measured by the 11-stock Standard 
& ang index, have been in a down- 
trend ever since they top out in 
April 1956. sit 
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SHARP DECLINES in morket prices 


are evident across the board, but they vary consid- 


erably from stock to stock. 


Gasses Chlorine 
| Alkalies 


rCellulosics, ————— General Chemicals ————, 


Air Reduction 


Union Carbide 





Diamond Alkali 
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Allied Chemical 
Olin Mathieson 
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TWO NOTABLE 
EXCEPTIONS 


are Eastman Kodak and 
American Cyanamid, 
both of which owe their 
immunity to buoyant 
specialties (photo prod- 
ucts and ethical drugs). 
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Boom & Build. But what had hap- 
pened to the other chemical makers? 
Partly it was the recession. Chemical 
men had exuberantly piled new plant 
atop new plant. In boom times, it 
worked; there was a market for all. 
But once business started to slow 
down, the chemists found themselves 
still expanding when they already had 
more capacity than they could sell. 

Partly, too, the comedown was 
psychological. Chemical stocks, when 
they had been selling at 20 times earn- 
ings and more, were already discount- 
ing a considerable amount of future 
growth. Now that the growth looked 
a trifle less certain, it was only natu- 
ral for investors to bridle at paying as 
much for tomorrow’s’ earnings— 
which might or might not come. 

But perhaps most disconcerting of 
all were the dividend prospects. For 
the first time in years, leading chemi- 
cal companies were having trouble 
earning their dividends (see table). 

Charles A. Thomas’ Monsanto 
Chemical Co., for example, reported 
that sales had dropped by 15.7%, to 
$127.5 million, and earnings had plum- 
meted by 47%, to $6.1 million in 1958's 
first quarter. At that rate, Monsanto 
was covering its 25c quarterly divi- 
dend by a margin of only 2e. 

Union Carbide President Morse G. 


THIN ICE 


During 1958's first quarter, at 
least four leading chemical- 
makers either failed to cover 
their dividend or did so by a 


narrow margin. 


Earnings 
First Quarter 
1957 1958 


Margin 
Quarterly of 
Dividends Coverage 


$2.12 $1.51 $1.50 $0.01 
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Dial noted that profits came to a slim 
70c a share during the first quarter vs. 
$1.18 for the same period of 1957. Un- 
less business picked up, Dial warned 
stockholders, Union Carbide may not 
be able to maintain its 90c a quarter 
dividend rate. Nor did Koppers’ 
President Fred Foy expect to earn 
enough to cover his first-quarter divi- 
dend rate of 62%4c a share. 

Wall Street, moreover, already has 
had a taste of dividend-cutting by 
chemical companies. Just a few weeks 
ago, Rayonier’s President Clyde B. 
Morgan cut his payout for the second 
time this year. In February, the cut 
was from 35c a quarter to 20c. In 
April, it was to 10c. 

Expansion & Optimism. But if in- 
vestors were worrying, few chemical 
men seemed to be upset. All told, they 
have no less than $1.83 billion in new 
construction scheduled for completion 
before 1960. As one example, du 
Pont’s President Crawford Greene- 
walt expects to spend 10° more than 
he did in 1957, when his capital out- 
lays came to $220 million. And, though 
his sales and profits probably will dip 
this year, Greenewalt expects to in- 
crease last year’s $80-million research 
program. 

Why were the chemical makers ex- 
panding in the face of a recession? 
One reason: none of them can afford 
to fall behind in the research 
for new products. Another: tempo- 
rary setbacks notwithstanding, the in- 
dustry still sees a great deal of growth; 
plastics alone are expected to zoom 
from 1957’s output of about 700 million 
pounds to 6 billion pounds by the 
early 1960s. 

If the still-expansive chemists are 
even partly right about what the fu- 
ture holds in store, it is more than 
probable that the chemical stocks will 
again have their day. Still, the recent 
shakeout has demonstrated once again 
a basic rule of investing: that even the 
stocks of the best companies are too 
expensive whenever they get tempo- 
rarily ahead of themselves. 
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FINANCE COMPANIES 


WHEN EVERYBODY 
LOVES A LENDER 


The one demand that knows 

no recession, says Standard 

Financial Corp.'s president, 

is money. And in economic 

setbacks the price is gratify- 
ingly right. 





old 


solvent.” 


“Money,” according to a 
maxim, “is the universal 
Few citizens could agree more with 
that thesis than Theodore H. Silbert. 
As president of smallish Standard 
Financial Corp.* (gross income: $3 
million), Silbert capitalizes on this 
universal need. For Silbert is a mon- 
eylender pure and simple, and as he 
puts it, “Everybody is a prospect.” 

Cash & Carry. These days 
than ever. For with business in 
cession, declining earnings put ready 
cash at a premium throughout the 
economy. To get it, says Silbert, busi- 


wise 


more 
re- 


‘Standard Financial Corp. Traded Amer- 
ican Stock Exchange. Approximate current 
price: 714. Price range (1958): high, 7's; low 
554. Dividend (1957): 40c. Indicated 1958 pay- 
out: 40c. Earnings per share (1957): 57c. Total 
assets: $27.9 million. Ticker symbol: SFR 
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STANDARD FINANCIAL’S SILBERT: 


he serves a universal need 
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nessmen take a new interest in financ- 
ing their accounts receivable, install- 
ment accounts and consumer credit 
obligations. Lending the money is 
Standard’s business. 

These days, he adds, it couldn’t be 
better. Companies which in boom 
times, for example, get unsecured 
credit from banks, are more apt to 
be turned away in lean times like the 
present. Thus they tend to turn to 
lenders like Standard for the where- 
withal to finance their operations. 
Moreover the finance companies have 
more to lend. “Today,” says Silbert, 
“our chief commodity is in a decided 
surplus, though fewer can get it.” 

Two things make this a consider- 
able boon to the finance companies. 
Recession level earnings mean more 
borrowers on the hunt for lenders. 
But recession level interest rates also 
mean cheaper money for lenders like 
Silbert. Result: more profits for the 
lender, whose own interest rates rare- 
ly drop as fast or as far as the banks’. 
This widening gap, as Silbert cheer- 
fully points out, means more than 
just pocket money to Standard. A 
mere 4% drop in the interest on the 
$25 million Standard normally owes 
the banks means a saving of some 
$62,500 a year, or a good 3c a Stand- 
ard share after taxes. 

Thus Silbert is looking forward to a 
notably good year, expects earnings 
to rise some 12c to 15c above last 
year’s 57c a share. Not merely is 
money for new loans cheaper, but the 
cost of financing outstanding loans has 
become progressively cheaper. 

Last year’s loans also mean this 
year’s profits in another way. For 
finance companies habitually take 
down earnings on their loans only as 
they are repaid. This deferred income 
represents previously unearned finan- 
cial charges. Last year, Standard’s 
deferred income reached an alltime 
high at $924,996, up 24.9% in the year. 
This year Silbert feels confident, based 
on past experience, that he can bring 
a tidy 33.3% of it down to net earnings. 

Leveraged Money. With Standard’s 
inherent profitability on the rise, Sil- 
bert counts on his company’s leverage 
to magnify the benefits. Normally, 
for every $1 a finance company raises 
through common stock to finance its 
operations, it can float another $1 in 
debentures. Yet each dollar of capi- 
tal, debt or equity enables it to borrow 
$3 more at the banks. In effect, then, 
$1 in equity money gives a finance 
company $8 in lending power. 

When lending is profitable, that 
leverage can give no small push to 
net earnings. Says Silbert: “The earn- 
ings on that $8 will produce more than 
enough to offset any dilution from 
sale of convertible debentures.” 
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NON-FERROUS METALS 


STILL PILING UP 


For all the brave talk about 
cutbacks and firmer prices, 
copper was still piling up in 
the warehouses last month. 





IN THE limping copper industry last 
month, production cutbacks were 
much like the weather: everyone was 
talking about them but very few did 
anything about them. Latest to speak 
his mind was Robert G. Page, presi- 
dent of the $287-million sales Phelps 
Dodge Corp.,* No. Three U.S. copper 
producer. “There is no doubt,” orated 
Bob Page to stockholders assembled 
for the company’s annual meeting, 
“that restraint in production by the 
copper producers of the world is 
essential if a better balance between 
supply and demand is to be attained.” 

Translated from corporate jargon, 
Page’s meaning was disarmingly sim- 
ple. Let’s all close down some of 
our mines, he was saying, so we 
can make copper scarcer and hence 
more expensive. 

If there was a note of urgency in 
Page’s voice it was more than justi- 
fied. Even though Phelps Dodge is 
an extremely low-cost producer, its 
net income slumped from $1.50 per 
share in the first quarter of last year 


*Phelps Dodge Corp. Traded NYSE. Ap- 
proximate current price: ‘ rice range 
(1958): high, 4742; low, 37. Dividend (1957): 
$3. Indicated 1958 payout: $3. Earnings per 
share (1957): $4.48. Total assets: $423.9 mil- 
lion. Ticker symbol: PD. 
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COPPER CUTBACK? 


Despite much-publicized cutbacks, U.S. 
copper production is still nearly as 
large as it was last year. 
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U.S. Refined Production 





Far less of it, though, is going to 
fabricators, despite price cuts total- 
ing lic since January, 1957. 
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But since the fabricators’ sales to 
their own customers have fallen 
even more steeply, stocks of copper 
in producers’ hands are the highest 
in 20 years. 











PHELPS DODGE’S PAGE: 
a note of urgency 


to 65c in the first three months of 
1958. The severity of the decline was 
hardly surprising: copper had fallen 
from an average price of 43c a pound 
in 1956’s first quarter and 33%4c in 
1957 to only 25c in 1958. 

That was bad enough. But even 
more alarming was the fact that the 
sharp decline in prices had not 
checked the spewing forth of the 
mountains of copper that recently 
expanded producers were heaping 
onto world markets. In March, for 
the fourth straight month, the surplus 
of refined copper in producers’ hands 
had jumped to a new postwar high. 
The mines and refiners piled a fresh 
37,400 tons on top of the 201,200 tons 
already heaped in domestic copper 
companies’ warehouses. 

Faulty Brakes. Despite their en- 
thusiastic preachments of restraint, 
Bob Page and his counterparts, 
Charlie Cox of Kennecott Copper 
(No. One producer) and Clyde Weed 
of Anaconda (No. Two), were less 
faithful in their practice of it. In 
1956, peak profit year for U.S. cop- 
per companies, refined production hit 
a record 1.58 million tons. Cutbacks? 
In the first quarter of 1958, despite 
the sharply lower prices, the nation’s 
production was barreling along at 
exactly the same rate as in booming 
1956. 

For every ton held back from shut- 
down or slowed-down mines, another 
ton was produced at some new mine 
or at an expanded one. But all the 
while the big copper producers’ de- 
liveries to their customers, who shape 
copper and brass into everything from 
toaster coils to dynamos, were lagging 
some 23% behind the rate achieved 
in 1956. 

“Where,” asked The American 
Metal Market, respected industry 
spokesman, “are the cutbacks?” A 
few days later, President Charles R. 
Cox of $468-million sales Kennecott 
Copper answered with gusto. Cox 
announced Kennecott’s third produc- 
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In 1957, 


the West needed 


MORE ENERGY THAN EVER BEFORE 


—and El Paso Natural Gas Company again set records 


in supplying the West’s fastest growing fuel 


In 1957, El Paso Natural Gas Company con- 
tinued its biggest job — finding, transporting and 
furnishing energy for the West. 

More energy was consumed than ever before by 
the millions of people and by the thousands of in- 
dustries in this great area. 

And natural gas played a bigger part than ever 
in supplying this energy. 

Next year—and in decades to come —the use 
of natural gas in the West is expected to soar to 
even higher levels. : 

Of key importance is the fact that the controlled 
gas reserves of El Paso and its subsidiary, Pacific 
Northwest Pipeline Corporation, continue to in- 
crease — providing insurance that tomorrow’s 
energy needs will be met. At year’s end, such re- 
serves stood at an all-time high of approximately 
35.5 trillion cubic feet. And E] Paso had completed 
negotiations with producers for long-term con- 
tracts for another 1.8 trillion cubic feet of gas. 

These facts and other information relating to 
El Paso’s operations are set forth in the Company’s 
Annual Report for 1957, which has been mailed to 
47,800 stockholders. This report summarizes prog- 
ress made in serving the West in the past year, and 
includes for the first time operating figures for 
Pacific Northwest Pipeline Corporation. In 1957, 
operating revenues reached a record high of 
$301,090,537, with consolidated net income of 
$34,506,238. This is equal after dividends on Pre- 


ferred Stocks to $2.39 per share on 11,795,041 
shares of Common Stock outstanding (excluding 
5,226,903 shares of Common B Stock which did not 
participate in dividends in 1957). 

Looking to the future, the Annual Report also 
outlines plans for expansion and describes pending 
projects (including a 511-mile pipeline from Twin 
Falls, Idaho, to Las Vegas, Nevada) to increase the 
volume of gas delivered daily to its markets. 


Copies of El Paso’s 1957 Annual Report te Stock- 
holders are available by writing to El Paso Natural 
Gas Company, El Paso, Texas. 
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In 1957, El Paso Natural Gas Company furnished more 
than a trillion cubic feet of natural gas to customers in 
the West —a new record for the Company. 
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tion slash in 1958, bringing Kennecott 
down some 35% from 1956's 403,000 
tons to a scheduled 260,000 in the U.S. 
this year. 

What was Anaconda doing? Little 
enough, some coppermen charged. 
But the company disagrees. “I know 
we’re doing our share,” insisted Presi- 
dent Clyde Weed, who had cut his 
U.S. output by only 10%. “Our Chu- 
quicamata strike in Chile is cutting 
us down by some 21,000 tons a month 
and we had cut back some 10% there 
before it began.” 

Open Question. Would Charlie Cox’s 
latest move and Bob Page’s latest ad- 


vice spur coppermen to further cut- 
backs? And were cutbacks alone the 
answer? Along Wall Street last 
month, it was an open question. The 
closing down of mines which took 
many years and many millions to 
develop was a cure with all the appeal 
of amputation for a man with a 
broken leg. 

In the end probably only a combi- 
nation of reduced output, increased 
demand and new uses for an old 
product would restore prosperity to 
the battered industry. A real come- 
back for copper would take, in a 
word, time. 


4IRCRAFT 


DOUGLAS’ BIG DAY 


Rolling out its new DC-8 jet 
airliner last month, Douglas 
Aircraft also pulled off an 


historic competitive coup. 


It WAS a sunny, summery day in Long 
Beach, Calif., and outside the big 
hangar a large crowd had formed 
Then the word breezed around: “Here 
she comes!” Out of the hangar, slow 


and stately, rolled a huge silvery bird, 
the first of Douglas Aircraft Co.’s* 
| sleek, swept-wing DC-8 jet airliners 
Grinning from the cockpit, a picture 
of triumph, was Pioneer Planemake: 
Donald Wills Douglas, 66. Chortled 
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Racing the Clock. It was indeed. 


Three years in development, Douglas’ 
GROSS REVENUES AND NET INCOME 





big new bird was more than just a 
triumph of engineering and produc- 
tion. It was also a trump hand in a 
competitive game in which Douglas’ 
very standing as a commercial plane- 
maker was at stake. Ever since the 
mid-Thirties, when Donald Douglas 
introduced the famed DC-3 to airline 
competition, the company he built up 
| from a $600 investment has dominated 
the commercial air transport market. 
But suddenly in 1952, Boeing Air- 
_ plane Co. President William M. Allen 
revealed plans for a radical departure 
in commercial airliners with the 707 
| jet transport. And Douglas found it- 
for the previous year. self faced with a grave challenge. 
Donald Douglas instantly made up 
| his mind to meet it. Stopping work on 
the turboprop airliner, he turned back 





of the Company during 1957 continued to climb to record 
levels. Net income was increased during the year despite 
substantially higher operating expenses. Dividends per share 
of common stock amounted to $2.00 as compared to $1.85 


SERVICES 


ie » the » during 1957 reached a record 
supplied by the Company during 195 *Douglas Aircraft Co. Traded NYSE. Ap- 
proximate current price: 5712. Price range 
(1958) : high, 747%; low, 5442. Dividend (1957) 
$4. Indicated 1958 payout: $4. Earnings per 
share (1957): $8.28. Total assets: $407.2 mil- 
lion. Ticker symbol: D. 


number of industrial enterprises, gas distributing companies, 
pipelines and municipalities throughout the Industrial South- 
east. The total volume of gas sold amounted to more than 
316 billion cubic feet, the highest in the Company’s history. 
The Company's management is continuing to plan for ex- 
pansion of services to the Industrial Southeast and conse- 


quent benefits to consumers, stockholders and employes. 
For a copy of our 1957 Annual Report, which contains de- 


tailed information about the Company's financial and service 


highlights during the year, write to Dep't. F.M 


SOUTHERN 


NATURAL 
GAS 


COMPAKY 


SOUTHERN NATURAL GAS COMPANY 


Home Office—Birmingham, Alabama 


SERVING THE GROWING SOUTHEAST 


CHAIRMAN DOUGLAS: 
spending for survival 
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SALES: 

Sales of both gas and electricity were sub- 
stantially higher than in 1956, and gross reve- 
nues passed the half billion dollar mark for 
the first time. These gains were achieved des- 
pite a decline in housing starts in our service 
area and warmer than normal temperatures 
which depressed sales for gas heating. 


NET EARNINGS: 

Net earnings available for the common stock 
amounted to $58,284,000, or $702,000 more 
than in the previous year. Because of the 
greater average number of shares of common 
stock outstanding during the year, however, 
per share earnings or this basis declined 
from $3.46 in 1956 to $3.41 in 1957. 
Based on the number of shares outstanding 
at the end of each year, per share earnings 
increased to $3.41 in 1957 from $3.37 in the 
previous year. 


GAS SUPPLY: 

Perhaps the most significant development of 
the year was the announcement that the Com- 
pany planned to take the lead in organizing 
a project to transport natural gas from the 
Province of Alberta in Canada directly to the 
California market. This decision reflected our 
desire to have an independently controlled 
supplemental source of gas from outside the 
State, with the objective of bringing the gas 
directly from the producer to the consumer 
at the lowest possible cost. 


CONSTRUCTION: 

Construction activities were greatly expanded 
during the year. At the year-end we had 
685,500 kilowatts of electric generating ca- 
pacity under construction, most of which will 
be completed by the end of 1958. 


Installing Reactor Pressure 
Vessel Head—Vallecitos 
Atomic Electric Plant 


A major project to be started in 1958 
will be the first of two 325,000 kilowatt 
steam-electric generating units to be 
added to our Pittsburg Power Plant. 
These units..will be twice the size of any 
now in service on the system. The first 
is planned for completion in 1960 and 
the second in the following year. 

Expenditures for construction in the 
postwar period will pass the two billion 
dollar mark late in 1958. The continuing 
need for large amounts of capital for our 
construction program makes it essential 
that we have a level of earnings that will 
enable us to compete successfully in the 
capital markets. 


EARNINGS OUTLOOK: 

In view of the fact that the Company 
was required to absorb substantial in- 
creases in costs without rate relief dur- 
ing most of the year, it is believed that 
we did quite well to hold earnings close 
to those of the previous year. Some in- 
creases in gas and electric rates were 
authorized late in the year and, with an 
application pending for a further in- 
crease in gas rates, we are very hopeful 
that a better level of earnings can be 
realized in 1958. 


ATOMIC POWER: 

Another event of great importance was 
the completion, in association with the 
General Electric Company, of the Valle- 
citos Atomic Power Plant. While our 
turbine-generator installation at the 
plant is only 5,000 kilowatts, we believe 
it is of considerable significance that, 
through our interconnected electric net- 
work, our customers are now receiving 


atomic power from the world’s first all- 
privately financed nuclear-electric plant. 

On February 18, 1958 the Company 
made a proposal to the Atomic Energy 
Commission to install and operate a 
60,000 kilowatt atomic power unit, to 
be located at its existing Humboldt Bay 
Power Plant near Eureka. Because of 
advances in the design and technology 
of the boiling-water reactor, based on 
knowledge gained in the successful op- 
eration of the General Electric-P.G.& E. 
Vallecitos Atomic Power Plant, it is be- 
lieved that the cost of power to be pro- 
duced will approximate that from a con- 
ventional plant at the site selected. 
Eureka is a relatively high cost fuel area 
and there are other factors which make 
atomic power economically feasible there 
ahead of other areas in the Company's 
service territory. 


TAXES: 

The attention of stockholders has been 
directed from time to time to the heavy 
burden of taxation borne by the investor- 
owned utilities and their customers. 
Taxes are the largest single element of 
cost in providing service to our cus- 
tomers. To provide an equitable tax 
structure and needed revenues, tax laws 
should be extended to reach large seg- 
ments of property and income which 
now escape taxation. One particularly 
flagrant example is the government- 
owned utilities which now are accorded 
virtually complete exemption from tax- 
ation. No possible justification exists for 
continuing this subsidy, which is in effect 
being paid out of the pockets of other 
taxpayers. 


For The Board of Directors 


CHAIRMAN OF THE BOARD 


PRESIDENT AND GENERAL MANAGER 


For additional information on this 

vital western company write 

our Treasurer, K. C. Christensen 

245 Market St., San Francisco € 

for a copy of P.G. & E.’s Annual Report 


PACIFIC GAS and ELECTRIC COMPANY 


245 MARKET STREET + SAN FRANCISCO 6, CALIFORNIA 


P-G“E’ serves 47 OF CALIFORNIA'S 58 COUNTIES 
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The vacuum tube— 
which typifies the field 
of electronics — and the 
symbol of the atom— 
which typifies the field 
of nucleonics —are por- 
trayed on the cover of 
Ohio Edison’s annual 
report, since they have 
both come to be syn- 
onymous with progress, 
This symbolism is truly 
apt of the area served 
by the Edison System. 
Research, technology, 
new products and new 
ways of doing things 
are characteristic of this 
vigorous region and 
presage a most promis- 
ing future for the area. 


A Record-Breaking $70,000,000 
in 1958 to keep pace with growth in 


“The Center of Industrial America” 


Ohio Edison System’s record-break- 
ing $70 million construction budget 
for 1958 tops its 1957 expenditures 
of $64 million, and will bring the 
System’s construction total in the 
13-year period since World War II 
to more than $535 million. It is 
evidence of faith in the future of 
this region—“The Center of In- 
dustrial America’’—and of its vigor- 
ous and capable people. 

Ohio Edison’s annual report for 
1957 points out that the area served 
has enjoyed an unusual increase in 
new industrial plants and in addi- 


tions to existing plants since early 
1955. And the trend is continuing. 

Many of the types of products 
now coming from area factories 
were not being manufactured 10 
years ago. In this Center are now 
being produced guidance devices 
for missiles, advanced electronic 
computers, an entire new realm of 
plastics and chemicals, titanium 
products and numerous other new 
kinds of articles. 

For a copy of the annual report, 
write: L. I. Wells, Secretary, Ohio 
Edison Co., Akron 8, Ohio. 


Ohio Edison Company 





to the drafting boards to get a jet of 
his own into the air in time to meet 
Boeing’s competition. One thing was 
all too clear: he would have to race 
the clock to do it, for Boeing’s 707, an 
outgrowth of its KC-135 military jet 


| tanker, was already well along. 


In a sense, Don Douglas never did 
catch up. Boeing’s 707, which is now 
undergoing flight tests, first got into 
the air over a year ago, and first de- 
liveries will be made late this year. 
Douglas’ DC-8s will not reach the air- 
lines in quantity until late 1959. 

But in a more important sense 
Douglas’ new bird is right on schedule. 
Although Boeing has the jump on de- 
liveries to the time-conscious airlines, 
Douglas has grabbed an astonishing 


share of the market. Currently, Boe- 


ing has orders for jet airliners totaling 
$807 million (164 planes); Douglas 
has $701 million worth of orders (for 
138 planes). Said Douglas himself last 
month, with obvious satisfaction: “If 
I had been working for Boeing, and 
Douglas had sold a single DC-8 under 
these conditions, I’d have quit my job.” 

Short of Cash. The sleek new DC-8 
has been born out of immense toil; it 
has also been costly. Racing the clock 
to get it into the air cut into both 
earnings and ready cash. During fiscal 
1957 (ended November 30), Douglas’ 
experimental costs blossomed 124° to 
$54.7 million, with some $48.7 million 
of it directly attributable to the DC-8. 
Meanwhile the buildup of inventories 
for the jet airliner cut deep into cash 


-AIR POCKET-— 


Commercial transport planes usu- 
ally provide halt of Douglas Air- 
craft's order backlog, nearly one 
third of its soles. But for the re- 
mainder of fiscal 1958 (ending 
November 30), the commercial 
backlog will do little to help over- 
all sales or profits. Reason: back 
orders for propeller-driven planes 
are rapidly dwindling, and DC-8 
jet deliveries are nearly a yams 


away. r 
eh / 
DOUOAAKS “2. 
a 
.. a Am 
————COMMERCIAL BACKLOG 


s S Millions of Dollars 


Planes 
(DC-6s, DC-7s) 
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reserves, reducing them by more than 
half to $32.6 million. Not since 1951 
has Douglas’ cash balance been so low. 
And the end is not yet in sight. “This 
cash drain,” predicts Planemaker 
Douglas, “will continue to be a major 
factor until volume deliveries of the 
DC-8 commence late in 1959.” 

This year the money pinch on Doug- 
las is slated to get tighter still. Until 
now, Douglas has been able to manage 
the heavy DC-8 costs because de- 
liveries of conventional planes have 
been setting a phenomenal pace. Al- 
together, in fiscal 1957 Douglas de- 
livered some 162 prop-driven DC-6s 
and DC-7s, a record total that kept 
the decline in net profit to a modest 
7.6%. Observed Douglas: “We have 
set what is likely to remain an all- 
time production record.” 

As a result, however, Douglas’ 
backlog of existing commercial planes, 
which normally accounts for half of 
total forward orders,* has _ been 
rapidly whittled away. At last count, 
Douglas’ commercial backlog com- 
prised just 87 DC-6s and DC-7s or 
barely half as many as a year ago. 
Thus where the DC-8 accounted for 
58% of the commercial backlog a year 
ago, it now comprises a full 83%. 

Since volume delivery of the DC-8 
is still many months away, Douglas’ 
sales are probably due for a sharp— 
if temporary—decline this year, bar- 
ring a major sudden rise in military 
business. That will also mean a fairly 
severe tightening up of profits, and 
hence cash flow. 

Debt Propulsion. Thus last month, 
just a day after the DC-8 made its 
debut, Don Douglas turned to debt 
propulsion to tide him over into the 
jet era. In Wall Street, Douglas emis- 
saries scurried around on a borrowing 
mission, wound up placing $60 million 
worth of 5% bonds. 

In any other business, that would be 
normal tactics; but in the airframe 
industry it was highly unorthodox 
procedure. Ordinarily, airframe mak- 
ers eschew long-term debt. Huge as 
the industry is ($11.5 billion sales last 
year), between them the top ten 
companies at the end of 1957 had 
debt of only $103.6 million. By con- 
trast, Douglas, which surprised finan- 
cial men by floating a $27.9 million 4% 
convertible debenture issue a year 
ago, now has twice as much long-term 
debt as any other planemaker. 

Yet comparatively heavy as it is, 
Douglas’ debt is clearly paying its way. 
For the huge expenditures which 
made the DC-8 possible have also 
nailed down Douglas’ place in the jet 
transport market. 


*Making the other half: Navy attack 
planes, Air Force transports, such missiles 
as the Nike air defense series and the in- 
termediate range Thor. 
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30" ANNIVERSARY 


KIPLINGER’S 
NEW BOOK 


(bookstore price $1.95) 
with 13 weeks of 


THE 


Published by Simon & Schuster at $1.95 
In 1935, Mr. Kiplinger wrote the best- 
seller “Inflation Ahead, What to Do 
About It.” Those who followed his ad- 


vice are well off today. Now he takes 

another look at what’s ahead for 

(Both together for only $4. Full your job, insurance, savings, invest- 
ments, ‘business, prices, earnings, retire- 


value $7.95. You save $3.95) ment . . . for everyone who wants to 


know what to do now to profit later. 
Send for it today on this special offer. 


Just mail the coupon below for the most generous demonstration oppor- 
tunity we have ever offered . . . our way of celebrating the famous Kip- 
linger Washington Letter’s 35th year of providing private business 
guidance to a select group of successful men and women. 

No matter what other business reading you may do, it will pay you to 
take advantage of this offer today because— 


FIRST To succeed, to stay successful—especially these days—you 


must look beyond the present . . . anticipate changes that will 
affect your job, your business, your personal earnings . . . make plans 
now that pay off later. The Kiplinger Letter supplies the information you 
need—the facts you can trust. Nothing else does it so well. 


SECOND You're busy. Haven't time to wade through the confusion 

of news to find out what’s worth knowing . . . how it con- 
cerns you... how you can profitably use it in your personal and busi- 
ness affairs. In just 15 minutes, The Kiplinger Letter gives you a brand 
of see-ahead, think-ahead guidance you can get nowhere else. 


THIRD Consider this amazing fact: 8 out of 10 Kiplinger clients re- 

new year after year ...many every year for 35 years! Loy- 
alty like that must be deserved. Where else do you find such unprece- 
dented proof of value received? 


Isn’t it time you began using The Kiplinger Letter? Once you've seen how many ways it 
can help you and your business make and save money, we believe you'll want to become 
a regular subscriber. But you'll never know till you try. So write or mail the coupon to- 
day for our generous 35th Anniversary Trial Offer: only $4 brings you 13 weeks of The 
Kiplinger Letter (Reg. $6) and Kiplinger's new $1.95 book FREE, (you save $3.95) 
Pay now or later as you choose 

*Open to new subscribers only. 


THE KIPLINGER WASHINGTON LETTER 

Room 144, 1729 H Street, N. W., Washington 6, D. C. 

Send me FREE a copy of Kiplinger’s new $1.95 book and begin my 13-week Trial Subscrip- 
tion to THE KIPLINGER LETTER next Monday morning at the Special 35th Anniversary 


rate of only $4 (Reg. $6). 
() Check enclosed for $4.00 © Bill me 


Name. 





Address___ 


City. 
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| AIRLINES 
— 
| 
This announcement is under no circumstances to be construed as an offer to sell, or as a solicitation 


of an offer to b of these securities. The offering is made only by the Prospectus. Cc 
an <3 o buy any es | DEBIT & REDIT 


NEW ISSUE April 10, 1958 


$60 000,000 | As an airline, KLM has ad- 
Douglas Aircraft Company, Inc. 


vantages, but they weren’t 
enough to protect it last year. 


AS PRESIDENT of the Netherlands’ KLM 

Royal Dutch Airlines, fifth largest 

international carrier, dignified Izaak 

Alphonse Aler has certain advan- 

tages as well as certain disadvan- 

oe ' tages as compared with his U/S. 

5% Sinking Fund Debentures, Due April 1, 1978 competitors. On the debit side is the 

Dated April 1, 1958 Due April 1, 1978 fact that KLM’s home country is 

Interest payable April 1 and October | small, its resources relatively limited. 

On the credit side, two thirds of 

. KLM’s employees draw pay at Dutch 

Price 100% and Accrued Interest | wage rates and KLM can count on 

getting the bulk of its income taxes 

Copies of the Prospectus map ige undcrgned ov other decens or brokers as mays" ‘iif | refunded by the Dutch government— 
lawfully offer these securities in such State which owns 71% of its stock. 

All in all, Aler has made the credits 

Merrill Lynch, Pierce, Fenner & Smith Kuhn, Loeb & Co. | | outweigh the debits. In 1956, a year 

in which most major airlines had 

The First Boston Corporation Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. trouble holding profits at the previous 

year’s level, Aler succeeded in boost- 
Glore, Forgan & Co. Goldman, Sachs & Co. Harriman Ripley & Co. | ing KLM’s net by a solid 24% 

Incorporated | | Wall Street was impressed. KLM 


Hornblower & Weeks Kidder, Peabody & Co. Lehman Brothers Smith, Barney & Co. | began to be mentioned in market let- 


| ters as an exception to the generally 
Stone & Webster Securities Corporation White, Weld & Co. Dean Witter & Co. dismal pattern of airlines prospects. 
But last month it was clear that 

— — . KLM, no matter how well-managed, 
| had not escaped the assorted troubles 

| to which the airlines business fell 


HOW TO BUY | GOOD AS CASH ANYWHERE, ANYTIME | an ee oe pg pine 
incr yer 1956. 

REAL ESTATE increase Ove! 

FOR PROFIT 


The joker in the deck was that $2.2 
million of the reported profit was a 
capital gain from the sale of old 
equipment. Actually, KLM had suf- 
The “what, where, when and how” of . 7 " : srati . 
making smart deals in real estate are fered a 37% drop in operating net. 
explained in step-by-step details, in the On that basis, Aler’s debits and 
new guide just published: “How to Buy ~redi e d have i ab 
Real Estate for Profit,” by attorney credits seeme to ave just about 
Cyse 5. Coswaitater. salen balanced out: KLM’s earnings decline 
is money-making guide shows how 
to operate on shoe-string capital if nec- 


on ng cap nec for the year was roughly proportion- 
essary, an ay for hi stakes wit e a f i 3 
profit-odds = cour —, ate to the aggregate showing of U.S. 
You get clear, down-to-earth guid- ; international carriers—down 29% 
ance on: How to finance deals with a ; ; a 
minimum of cash. How to size up the > , during 1957. 
profit possibilities of a particular tract > / 
of land. How to accumulate a tidy for- 
tune through rental of rooms and apart- 
ments. How buyers of tax liens have 
become wealthy. Profits available in 
buying certain neglected types of subur- 
ban land. 26 ints to check before buy- 
ing a home. How to make profits through 
subdivisions. How to determine the 
right purchase’  price—selling price. 
What you must know about titles, mort- 
gages, insurance, taxes, easements. How 
to make profits through joint ventures, 
syndicates, exchanges of property. How 
to build your fortune throu the “‘sell- 


some, keepsome"’ formula. How to get | 
started with small capital. 
There's almost no way left EXCEPT 


real estate where you can make bi 


money so easily and with so little steer FIRST NATIONAL CITY BANK. 


This great new guide gives you the } 


“know-how” you need to reap the enor- \ 
mous rewards of real estate speculation | d 
we CHECKS 


PLL 





























OUR SIGNATURE IS YOUR SAFEGUARD 
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Pos 


“How to Buy Real Estate for Profit” 
is being ag a ¥ 4 a 
examination, an you decide to keep 
it the ont , «Bet, Write to Pren- FULL REFUND IF LOST OR STOLEN i oo ae .. 
tice-Hall, Inc., pt. M-510, at Engle- | BACKED GY THE FIRST MATIONAL CITY BANK OF REW YORK 4 ew ee 
wood Cliffs, N. J., for your free-trial MEMBER FEOERAL DEPOSIT INSURANCE CORPORATION © = KLM’S IZAAK ALER: 
ee a8 Be in the deck, a joker 
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1952 1953, 1954 1955, 1956, 1957 JFMAMJJASOND 1 


The FORBES index = 1956 


a ne is computed weekly and monthly, gives equal weight to 
e 


1. How much are we producing? (FRB production index) 
2. a aa people are working? (BLS non-agricultural employ- 








3. me intensively are we working? (BLS average weekly hours 
in manufacture) 

4. Are people spending or saving? (FRB department store sales) 

5. How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the an (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation 


Plotted line is a preliminary ay figure and may not necessarily 
oes with the revised ay ae Dot — an 8-day estimate 


sed on tentative figures for five components, all of which are subject 
to later revision. 
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*Final figures for the five components (1947-49 — 100) 
March April May June July August , . ; 3 Jan. Feb. March 


(prelim.) 
Production. ........146.0 144.0 143.0 144.0 144.0 145.0 , d 39. 36. 3. 130.0 128.0 


Employment 118.9 120.6 120.5 120.8 120.6 120.7 ’ . J , d 116.2 115.7 
Hours + ce ae 99.8 99.5 100.3 99.5 100.3 ‘ ' : . : 96.2 96.5 
Sales si .118.9 114.6 117.4 119.4 123.9 125.7 , d : 22. J 112.3 118.8 
Bank Debits........ 159.2 156.6 157.7 139.0 157.1 155.3 . , . 37.1 y 142.9 135.7 
INDEX 128.7 127.1 127.6 124.7 129.0 129.4 . , ‘ ; 3. 119.5 118.9 


T al E M A bE 4 FE ‘| 0 a series of short-lived cycles, but not 


a new boom. It probably would take 
by SIDNEY B. LURIE Widespread discouragement, how- 
, ever, or an actual need for cash, to 

topple over the “applecart.” In this 

connection, people have money, and 
It’s fashionable to be pessimistic, and 1) No one can ' 5 Middle Class America is far more re- 
quite simple (perhaps too simple) to dispute the fact * e laxed than Wall Street. 
offer a seemingly persuasive case for that the market as , 3) No question about it, the first- 
caution. measured by the © quarter earnings reports, which have 

For one thing, earnings, which are popular averages is ™ ' begun to appear as this column goes 
always the eventual dominating price “dear” rather than 268" to press, by and large will be poor 
influence, in most cases will be down “cheap.” But there But these are sophisticated, profes- 
quite sharply this year. Secondly, is no rule which sional markets, i.e., markets domi- 
with little immediate prospect of says that stocks nated by buyers who have the ability 
marked improvement in 1959, the rate “must” decline merely because slide and talent to anticipate what is hap- 
at which corporate earning power is rule comparisons suggest that they pening before it becomes a financial 
capitalized is likely to decline. Third- are vulnerable. We could easily re- headline. Thus, the March quarter 
ly, the bear shotgun has three bar- main in a pattern where the mar-_ reports might easily prove to be an 
rels inasmuch as common stocks are_ ket is like the clown on a tightrope’ anticlimax, marketwise. Wall Street 
competing with a new and steadily who threatens to fall and hurt himself has been holding a wake before the 
growing interest in senior securities. _—but doesn’t. corpse arrived. 

But speculation is not a simple busi- 2) Sure, the recession has not In a word, the $64,000 Question is 
ness. If it were easy to get fat ended on schedule. It’s flattening out, quite simple: Will the roof fall in 
financially, there wouldn’t be enough but not turning around aggressively. and prevent the individual success 
reducing salons to accommodate Moreover, any improvement would _ stories from capturing special atten- 
everyone. In this connection, three be within the framework of the broad tion, as they have in the past six 
thoughts come to mind: trend, which points to no more than months? Will the security buying 





Spring Is Here 
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Time for a Look at 
SELECTED FOOD STOCKS 


ERE are the companies whose brand products are to be found in every American 
home—products like Campbell’s soup, Bond bread, Uneeda biscuits, Carnation 
milk, Jello and dozens of others. Stability is the main characteristic of the stocks of 
these companies and stability has a marked appeal for investors during the reces- 
sionary market that is still with us. 


The feeding of 170 million people is a big job—and it’s getting bigger every day. 
Last year, the American public budgeted some $75 billion for food. The companies 
that serve this vast market look forward to steady growth as the country’s population 
continues to expand. 


In the various segments of the industry—corn refining, milling and baking, meat 
packing, dairying, etc.—there are wide variations in the degree of risk. For example, 
the milling companies boast good to excellent investment quality, whereas the meat 
packers are speculative in character. As with all other stocks, careful selection and 
timing are the keys to both profit and safety of capital. 


The current edition of the Value Line Survey analyzes and reports on the 57 
leading stocks in the food processing and allied industries, ranks each stock for its 
investment quality, for its intrinsic value (whether undervalued or overvalued cur- 
rently) for its probable market performance during the next 12 months and for its 
appreciation potentiality over the next 3 to 5 years. This is important reading for 
investors. You are invited to take advantage of the introductory offer below which 
would bring you a’ copy of the food stocks’ edition of the Survey at no extra charge, 
together with other valuable investment aids. 


A SPECIAL $5 INTRODUCTORY OFFER* 

You are invited to receive at no extra charge under this special offer, the current 
80-page edition of the Value Line Survey covering the Corn Refining & Food 
Processing, Milling & Baking, Sugar & Confectionery, Meat Packing, Dairy, Soap 
& Vegetable Oil industries. This edition also contains full-page Ratings & Reports 
on each of 57 leading stocks including: 


Cont. Baking 
Corn Products 
Cudahy Packing 
General Foods 
General Mills 


Amer. Sugar Ref. 
Armour & Co. 
Best Foods 
Borden Co. 

Calif. Packing 
Campbell Soup 
Colgate-Palmolive 


Quaker Oats 
Ralston Purina 
Standard Brands 
Swift & Co. 
United Fruit 


Kellogg Co. 
Libby, McNeill 
Nat'l Biscuit 
Nat'l Dairy Prods. 
Nat'l Sugar Ref. 
Glidden Co. Pillsbury Mills Wilson & Co. 
Heinz (H.J.) Procter & Gamble and 30 others 
You will also receive, under this offer, the next four weekly editions of the Value 
Line Survey, with full-page Ratings & Reports on over 250 major stocks. In addition, 
your introductory subscription will include a new Specia. SiruatTion recommenda- 
tion, a SuperviseEp Account Report, four WEEKLY SUPPLEMENTS, two Fort- 
NIGHTLY CoMMENTARIES and four Weekly SumMMary-INDEXxEs with latest advices 
on all 850 supervised stocks. 


(Annual Subscription $120) 


*New subscribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 
Name.. 
Address... 


City. .. Zone State. 
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public become discouraged by this 
neuter gender econumy? By Wash- 
ington’s failure to recognize the eco- 
nomic facts of life? Viewed objectively, 
the jury is still out as of this writing; 
the die should be cast shortly. But the 
background for an explosive move- 
ment has been created, in which con- 
nection two thoughts come to mind: 
a) The threat of an important decline 
can go by default, for there is an ama- 
teur short interest which will become 
restive. b) There is reason to be cau- 
tiously hopeful inasmuch as the mar- 
ket would now be showing undertone 
weakness and softness if the later 
break-out were to be on the down- 
side. The handwriting should already 
be on the wall. To express what is a 
distinctly minority view in Wall 
Street, there might well be a scramble 
for stocks. 

This is not meant to imply over-all, 
blind bullishness. The “sacred cows” 
of 1955-56 (such as the chemicals 
and similar growth stocks) still are 
the vulnerable sections of the list. 
This is where the erosion in price- 
times-earnings ratios will be con- 
centrated. As has often been noted 
in past months, 1958 will be a diffi- 
cult year for the classical investor, 
but an excellent year for the oppor- 
tunist. The upside possibilities are in 
what conservatives might call the 
“wrong” stocks. But it’s more im- 
portant to be “right” about the 
“wrong” stocks than “wrong” about 
the “right” stocks. 

Those who watch television may 
have noticed that one of the major 
soap manufacturers is promoting 
toothpaste in an aerosol can. This 
brings to mind Crown Cork & Seal, 
one of the important manufacturers 
of pressure containers for a wide va- 
riety of uses. Crown Cork & Seal’s 
can division figuratively has been a 
headache in past years, for substantial 
losses were steadily incurred. But the 
aggressive new management which 
now dominates the company—and 
which has large personal holdings of 
the common stock—appears to have 
turned the division around. A sub- 
stantial can division profit is believed 
likely this year in contrast to a bare 


| break-even in 1957. 


Operating efficiency of the com- 


| pany’s main business, the manufacture 


of caps, crowns and closures for the 
food and soft drink industries, is be- 
coming steadily more efficient. A 
major rehabilitation is taking place, 
and Crown Cork’s 1958 earnings po- 
tential probably is in the area of 
excluding capital 
gains. While a dividend is not likely 
in the near future, this is the type of 
off-the-beaten path situation which 
(CONTINUED ON PAGE 48) 
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SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


My fortune-building formula is to en- 
able investors with small funds rapidly to 
acquire financial independence. I have 
done research to that end for nearly fifty 
years. More than five thousand investors 
ean testify to the fortune-building success 
of my discoveries. The formula is very 
simple. We find you the basic potentials of 
growth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why over five thousand 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dieated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic factor in fortune-building. No 
wonder Wall Street is so anxious to keep 
in contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly analytical 
guidance bulletins which are now being 
read by thousands of investors each week. 

To buy low-price long-term growth situ- 


for investors, wrote 
“the most 
future,’’ sent 
Safety Rules” 


free to 


W. H. ROYSTONE 
INVESTMENT ANALYST 
Who, from devoting many years building fortunes 


America Tomorrow lled 
far-seeing economic 


his 


for Investors 


Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou 
ble current cheap prices many times 

The only sure fortune-building 
through such fund enhancement research 
That alone will offset the of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year. Instead, the great majority of 
vestors their cash values shrink 

Not so long ago when one of our dis 
coveries was selling near three dollars we 
said, “a few hundred shares bought 
will pay for the future education of chil 
dren, soon pay off the mortgage 
vide security for old age.” It went up im 
mediately and advanced about one 
sand percent on the American Stock Ex 
change and promises much greater growth 
low, are approving other 
growth situations that also 


is done 


rising cost 


in 
see 
now 
or 


thou 


guide 
clients with 
and Traders 


we low price 


promise un 





ations before the public recognizes their 

potential values largely eliminates the hazards of speculation. 
Now, thanks to the discovery made while evaluating fundamental 
psychological factors found in the Roystone Heavy Industry 
formula, we follow the rules that make for growth. Currently we 
anticipate a long bull market in natural commodity growth stocks. 
We are exploring the field to uncover the issues that show the 
greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth. 


for 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 


knowledge of stock market psychology and the dangers of 
following the activity in stocks. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries. 


usual capital gains. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What “Roystone says .. .” is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes 


is 


“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FiLL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contect Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send twenty-five dollars ask for the names of our low-price 
growth discoveries that we expect to more than double during 
the next few weeks: And also request “America Tomorrow” 
those famous 27 Safety Rules for Investors and Traders. \ 
subscribers may send a list of their stocks for the persona! 
ments of W. H. ROYSTONE, Forest Hills 6, Long Island 


(Instituted 1931.) Midtown consultation appointment, $25 


and 
nual 
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How's your "I.Q."7 


In our business, “I.Q.” means Invest- 


ment Quotient. 


To get it, you divide your over-all 


up your holdings—look at the stocks 
you own in the cold light of current 


facts, the latest information. 


And for most people that’s not too 


easy. Because it’s always difficult to be | 


objective about your own decisions— 


always hard to be your own best critic. | 


Maybe that’s why so many invest- 


ors find our Research Department so | 


helpful. 


It’s completely divorced from our | 


sales staff—has nothing but service to | 


offer investors. 


Its only job is to analyze individual 


holdings as objectively as possible — 


stocks you already own—or any you're 
thinking of buying. 
If you'd like an unbiased estimate of 
your own “I.Q.” why not ask us? 
Whether you're a customer or not, 


we'll be glad to analyze your personal 


holdings, tell you what we think of | 


your present investment program -or 


plan one to suit your needs and ob- 


jectives. 


There’s no charge for these services, 
of course. If you think they can help 


you, just write— 


ALLAN D. GULLIVER, Department $D-63 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 





rie ce | state of the economy. 
objectives by the securities that make | 


INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Comments on Steel Stocks 


SEvERAL weeks ago, the stock market 
was plainly acting differently than the 
On numerous 
occasions when the headlines made 
bad reading, the market went up 
rather sharply. It seemed plain that 
investors all over the country were 
smelling inflation in the air. The Gov- 


| ernment has been reducing the dis- 


count rate and reserve requirements, 
defense orders have been increased, 
and various anti-recession measures 
have been proposed. All put together, 
they mean deficit financing on a large 
scale. That does not mean that the 


| person who does not need a new auto- 


mobile will buy one right now, but it 
does mean the over-all effect on prices 


| will be inflationary, and that sooner 


or later even the backward industries 
will improve. 

As time goes on, steel output is sure 
to increase; defense orders have al- 


| ready been in a rising trend. Building 


will increase, and so will bank loans. 
More millions will be spent for science 


| and research. In my humble opinion, 
point out strong and weak points of | 
| good hedge against this inflationary 


well selected common stocks are a 


outlook. “The Government has a bull 
by the tail and it can’t let go.” 

The steel industry is now operating 
at less than 50 per cent—something 
which does not occur often. I think it 
is practically certain that some time 
this year and all of next year vast 
improvement in the steel industry will 


occur. The steel 

stocks have de- 

clined substantial- 

ly in the last two 

years. It seems to 

me that they are 

very low and will 

be especially at- 

tractive should they make new lows in 
the coming weeks and dividends be 
reduced. When the steel industry is 
working at under 50 per cent, I think 
any change from there on must be for 
the better. 

Among the steel stocks which I 
think are attractive purchases on any 
setbacks this spring, are the following: 

Bethlehem is the second largest 
steel enterprise. The company is fully 
integrated and owns large domestic 
and foreign reserves of coal, ore and 
limestone. Bethlehem operates 12 
shipyards and is the largest domestic 
shipbuilding enterprise; shipbuilding 
and repair operations accounted for 
10 per cent of net billings during 1956. 
The company also is a major fabri- 
cator and erector of structural steel, 
and an important producer of freight 
cars, heavy castings, ordnance and 
oil well equipment. Capitalization 
consists of $171-million funded debt, 
933,000 shares of $7 preferred stock, 
and 44,600,000 shares of common stock. 
Finances are very strong, with net 
working capital at the end of 1957 
amounting to $677 million. Earnings 
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for 1957 were $4.13 a share, compared | 
with a current dividend rate of $2.40, | 


which conceivably might be reduced. 
The range of the stock in the last two 


years has been 50-33. In the low 30s, | 


I would consider Bethlehem to be an 
outstanding purchase in the steel in- 
dustry. 


Inland, a low-cost producer, oc- | 


cupies a strong position in the im- 


portant Chicago area, and has a good | 
record of earnings and dividends. It | 
is the seventh largest steel producer | 


in the country and obtains about 80% 
of its ore, 40% of its coal, and all of its 
limestone from its own reserves. 
Capitalization consists of $175-million 
funded debt and 5,690,000 shares of 


stock. Last year, earnings amounted | 


to $10.34 a share. Average earnings 


during the last ten years were $7.67. | 


Finances are strong, with net working 
capital at the end of last year amount- 
ing to $186 million. In the last two 
years, the stock has ranged from 100 


to 69. Present price, 80; dividend paid | 


last year, $4.50. 


National Steel was mentioned in this | 
largest | 


column recently. The fifth 
steel producer, its capitalization con- 
sists of $112-million funded debt and 
7,421,000 shares of capital stock, of 
which about 27% is owned by M.A. 
Hanna Co. The company’s record is 
excellent. Sales last year amounted to 


$641 million, with earnings of $6.13 a | 
The current dividend rate is 
$3; the stock is around 48, after a | 


share. 


decline from 80 last year. I believe 

this company has a good future. 
Republic is the third largest steel 

producer. Operations are fully inte- 


grated, extending from the mining of | 
materials to the fabrication of | 


raw 
many finished products. Capitaliza- 
tion consists of $76-million funded 
debt and 15,595,000 shares of stock. 


Earnings last year amounted to $5.45 | 


a share; a $3 dividend was paid, which 
is the current rate. Price range of the 
stock in the last two years, 60-37. Net 
working capital at the end of last year 


attractive. 


Sharon Steel, also previously rec- 


ommended, is a lower quality stock 
than the industry leaders. Neverthe- 
less, I think it is decidedly attractive 
in the 20s, where it now is, even if the 
dividend should be further reduced or 
omitted. Capitalization 


end of last year, net working capital 
available for the common stock, after 
deducting funded, exceeded the mar- 
ket price of the stock. Book value on 
December 31, 1957 was $71 a share. 
I believe investors will fare well when 
the steel business again improves. 
(CONTINUED ON PAGE 49) 
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8 Quality Growth Stocks 
at Discounts Up to 45% 


Leading “‘Blue Chip” Issues 
You Always Wanted to Own 


ITH current prices of these “Market Aristocrats” at 
discounts of up to 45% from their 1957-58 highs, it is 
difficult to see how alert investors can fail to profit quite 
handsomely over the longer term. These quality stocks now 
appear excellent selections to accumulate for capital gain. 
Remember that to buy good stocks most advantageously 
you must act before everyone else wants them again. 


Selected Stocks to Buy for Profit 


In a timely Special Release, UNITED presents a detailed 
appraisal of prospects for 8 companies whose shares are 
among the top institutional favorites. Here are buying 
advices on some of the stocks you have wanted to buy 
many times — yet usually they seemed too expensive. 
See UNITED’s new Report on the investment opportunities 
offered now by ‘*‘Market Aristocrats’’ at Markdown Prices. 


FREE WITH TRIAL OFFER: Send $1 for the next 4 weekly issues 
orts and receive without additional charge, this 
new Special Study by UNITED. (This offer open to new readers only.) 
——-—FILL OUT COUPON AND MAIL TODAY WITH ONLY $1--— — 
| SENT TO YOU BY AIRMAIL $1.25 [) 


Soares Address 
< Business © 
UNITED BUSINESS SERVICE 


| Serving more individual mvestors than any other advisory service. 


FM-21 


BOSTON 16, MASS. 

















consists of | 
$13.2-million funded debt, and there | 
are 1,100,000 shares of stock. At the | 








HOW TO TAKE CALCULATED 
RISKS TO MAKE MONEY 


in stocks 


Now you can get revealing reports giving 


| analysis and opinion on investment bar- 
amounted to $212 million. In the low | 


30s, I would consider this stock very | 


gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. ... We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport, Conn., writes, “J now take 4 


under $5 


other services, but yours is one of the best I 
have seen tor the small investor.” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in 
vestment. 
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#SSR reports for 1 
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| TYPING CORRECTIONS 
WITHOUT ERASING 


When You Use 


DEL-E-TAPE 
(The eradicable ewriter ribbon) 
AETNA PRODU 1s CO., Inc. 
P. 0. Box 438 Hicksville, N. Y. 
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BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors ear); 
publication, higher royalty, nationa) distribution, 
and beautifully designed ks. All subjects wel- 
comed. Write, or send your MS directly. 
GREENWICH BOOK PUBLISHERS, INC. 
Atten. MR. MELLON, 489 FIFTH AVE. 
NEW YORK 17, N. Y. 
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For short term swing 
trading in grains .. . 
OR active stocks... 
(Check which). 
No cbligation. Just. clip and mail 
with stamped SELF-ADDRESSED 
ENVELOPE. 
Name 
Address 
City 
LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 


EQUITABLE 


Ga 


Pittsburgh , Pa. 
At a meeting held April 8, 1958, the Board of 
Directors declared quarterly dividends of $1.125 per 
share on the 4.50° Convertible Preferred Stock 
and 40 cents per share on the Common Stock, pay- 
able June 1, 1958 to all holders of record at the 








close of business May 1, 1958 
H. 8S. Netting, Jr., 








Secretary 


Free toWRITERS 


seeking a book publisher 





Two fact-filled, illustrated brochures tell how 
to publish your book, get 40% royalties, na- 
tional advertising, publicity and promotion. 
Free editorial appraisal. Write Dept 99 


Exposition Press / 386 4th Ave. N.Y. 16 


] STOCKS 
TO TRIPLE? 


SELECTIONS FOR BIG 
GROWTH IN 3 YEARS 


Our Editors have just analyzed an 
extraordinary list of 66 growth stocks — 
each picked by one or more professional 
analysts as likely to triple in the next 
years. After intensive study, we 
combed this list of 66 stocks down to a 
‘choice’ selection of just 7 stocks to 
recommend to you now. All 7 are fea- 
tured in our new Special Report. It is 
titled:}‘7 New Growth Stocks Most 
Likely to Triple in the Next 3 Years’. 
These 7 s remind us of outstanding 
profit-makers like Thiokol Chemical 
which has grown from 8% to 70% in 
rocket fuels. And stocks like Ventures, 
Ltd., which has grown from 4 to 42 
in mining and oil. Three of these 
stocks are special ‘atomic’ stocks. Two 
are in guided missiles. One is in oil 
equipment. And one is in special metals. 
A copy of our new Report featuring 
these ‘7 Stocks to Triple’ is yours as a 
special bonus now when you send just 
$1 (new readers only) to try our unique 
advisory service ‘The Growth Stock 
Letter’ for the next two weeks. Mail 
this ad with your name and address and 
$1 today. Send to Dept.F-.5. 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 82, MASS. 








MARKET COMMENT 


Testing the Theory of a Managed Economy 


Tue theory of a managed economy 
is going through a major test. Never 
before has such an array of infla- 
tionary remedies for recession been 
tried on such a vast scale. Never 


| before has there been so much faith 


in high quarters that these measures 


| will work. Both the recessionary in- 


fluences and the counter attack are 


| powerful. Will it work? If it does 
| work, what will be the consequences? 


If it does not work, what then? 
That’s the current environment of 
the stock market. This is the situa- 


| tion both investors in bonds and in- 


vestors and speculators in stocks must 


| face in making any immediate deci- 
| sions. 


| tacularly cheaper 


Interest rates have become spec- 
in an amazingly 
short time, and credit is being made 


exceedingly abundant. Public works . 


| of all kinds are being stepped up. 


Probably we face some kind of a 


| tax cut, or at least an attempted tax 





cut. All this is inflationary. It tends 
to reduce the purchasing power of 
money. 

But remember, this policy never 
before has been tried out on such a 
scale! It is still an experiment. It is 
putting into practice academic theo- 
ries which have been developed over 
three decades. Older men shake their 
heads. But perhaps they should re- 


| serve judgment rather than jump at 


the conclusion that it can’t be done. 
We have seen a lot of new things un- 


| der the sun in the past 40 years! 


by L. O. HOOPER 


What’s the im- 
mediate stock 
market  applica- 
tion? It seems to 
me that the com- 
mon stock inves- 
tor must feel his 
way along in what 
is essentially a highly speculative 
environment. Markets are thin, and 
waves of confidence and waves of 
doubt are inevitable. Real trends 
will be established when we know 
better than we do now just how this 
tug-of-war between fundamentals 
and “management” is coming out. 

Perhaps over the near term there 
may be more optimism than pessi- 
mism. We Americans like to believe 
the best. 

In the meantime, one must ap- 
proach the problem of investing in 
stocks with his eyes wide open. By 
traditional yardsticks, such as price- 
earnings ratios and the relation of 
price to assets, equities are not 
“cheap,” and have not been “cheap.” 
Some stocks are cheaper than others, 
of course; but we have not yet ex- 
perienced (and we may not experi- 
ence) the kind of undervaluation 
which usually accompanies business 
reverses. 

The stock tabulation listed below 
is intended to make investors think 
about fundamental values. The first 
list of stocks is composed of “accepted 
growth issues.” All of them have been 
selling at high price-earnings ratios, 





1957 


$4.37 
3.55 
1.37 
1.95+ 
8.48 
1.59 
3.07 
2.34 
1.68 
1.36 
2.80 
4.45 


Allied Chemical 
Aluminum Co. of Am. 
Aluminium Ltd. 

Dow Chemical 

du Pont 

Kaiser Aluminum 
Minneapolis-Honeywell 
Minnesota Mining 
Monsanto Chemical 
Owens-Corning 
Phillips Petroleum 
Union Carbide 


1957 


$2.55} 
5.10 
3.05 
3.18 
5.67 
6.00 
6.15 
1.11 


Grand Union 
Kroger 

McGraw-Hill 
National Biscuit 
Parke, Davis 
Penney, J. C. 
Reynolds Tobacco B 
Texas Instruments 


*Without stock dividends. 








Are These Stocks Still Over-Rated? 


——_——-Earned Per Share —__—_, 


Are These Better Growth Stocks? 


———Earned Per Share —__—__, 


tEstimated for fiscal year. 


Annual 
Dividend* 
$3.00 
1.20 
0.90 
0.60 
6.50** 
0.90 
173°" 
1.20 
1.00 
0.80 
1.70 
3.60 


Recent 
956 1955 Price 

$4.74 $5.44 74 
4.24 4.18 66 
1.85 1.61 27 
2.15 2.52 55 
8.19 9.26 175 
2.72 2.87 25 
3.40 2.99 82 
2.30 2.07 77 
1.80 1.99 31 
1.66 1.74 42 
2.77 2.78 38 
4.86 4.86 83 


Annual 
Dividend* 
$0.80 
2.00 

1.55** 
2.20 
3.00** 
4.25** 
3.60 
None 


Recent 
1955 Price 


$1.72 42 
3.88 74 
2.38 45 
2.59 45 
2.92 74 
5.60 89 
5.05 73 
0.50 34 


**Includes cash extras. 


1956 


$2.31 
4.41 
2.98 
2.90 
3.59 
5.68 
5.91 
0.72 
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in spite of the fact that all of them 
have declined from their 1956-1957 
tops. Most of them offer a small cash 
dividend return. It will be noticed 
that there has been little growth in 
per share earnings for any of them 
during the past three years. Further- 
more, practically every one of them, 
on the basis of the present prospect, 
will earn less in 1958 than in 1957. 
Some of them may earn substantially 
less. At least one or two may pay 
smaller dividends. Yet all of these 
stocks sell on a price basis which as- 
sumes the continuity of more or less 
geometrical growth—growth which 
recently has been absent, and growth 
which was absent before the recession 
got underway. 


The second tabulation is composed 


‘ 


of similar, perhaps a little less “ac- 
gepted,” stocks where per share earn- 
ings have been showing consistent 
growth. Moreover, most of them 
promise to earn more in 1958 than 
in 1957 in spite of the recession. 

The only point I want to make is 
that there are “growth” stocks and 
“growth” stocks. Sometimes stocks 
seem to be able to bask in an after- 
glow of past glory, especially in a 
tax economy like this where the cost 
of taking profits on investments ac- 
quired at much lower prices is so 
high. 

It would seem to me that Parke, 
Davis is cheaper than Union Carbide, 
that Reynolds Metals (if you want to 
be in aluminum) is cheaper than 
Kaiser, Aluminium Ltd. or Aluminum 
Co. of America. U.S. Foil B is still 
cheaper than Reynolds. On the basis 
of present and prospective earnings, 
I am of the opinion that most chem- 
ical shares are too high; but they 
may stay too high. 

As a value, I like J. C. Penney at 
around 89 or 90. The company has 
no bonds or preferred ahead of the 
common, and at the end of last 
year holdings of cash and cash equiv- 
alents were in excess of all liabilities. 
Earnings and sales have been grow- 
ing, and should be stimulated as the 
company goes in more and more for 
credit sales. The management is sec- 
ond to none. The stock deserves blue 
chip and growth status. 

It is my opinion that there is a 
dividend cut coming for Kennecott 
and for American Radiator. This is 
of little short-term importance, but it 
may be of great longer-term signifi- 
cance: if inflation takes hold again, I 
think it will be exceedingly difficult 
for many of these big companies to 
pass on their higher costs to the buyer 
of goods, and that profit margins may 
shrink . . . I question some of this 
current enthusiasm about bonds; 

(CONTINUED ON PAGE 49) 
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WHICH 6 OF THESE OILS 


MAY BE THE 


Fortune Builders of Tomorrow? 


In the November, 1957 issue of Fortune, there appeared a list of 76 
Americans now worth $75,000,000 to $1,000,000,000. Of these 76 great 
fortunes, 24 of them... worth a total of $3,500,000,000 had their origins 
in oil and oil stocks! 


@ J. Paul Getty, richest man in the U. S. today, made his 

billion dollar fortune in 3 now well-known oil companies: 
Getty Oil Co., Skelly Oil and Tidewater Oil Co 
John D. Rockefeller, Jr.’s $400 million-plus fortune stemmed 
from the small beginnings of Standard Oil of New Jersey. 
Bill Keck’s $100 million-odd fortune sprang from the 
most successful oil exploration company in the world, 
Superior Oil Company of California, whose shares are now 
actively traded on the NYSE at 1430. 
Benedum-Trees Oil, General American Oil and Sun Oil 
each made fortunes of better than $75 million for their 
key stockholders: Mike Benedum, Al Meadows and the Pews, 
who backed them when they were small companies. 

One of the best ways to make large profits in oils is to buy strongly 
entrenched stocks while they are selling at depressed prices. We believe 
that such an opportunity now exists. Signs that the oil industry is 
rounding the bottom of its recession are multiplying. Another surge 
forward—especially in selected stocks—in this greatest of all growth 
industries appears in the making. 

In view of this new opportunity for profit, we have carefully re- 
appraised the outlook for oil stocks and have selected 6 that we believe 
are now outstandingly attractive. These 6 stocks are on their best 
bargain counter in 2 years ... and promise, in our opinion, dynamic 
profits for investors who seize today’s opportunity to buy. 


WHICH OF THESE 101 OIL STOCKS 
LOOK BEST FOR LARGE FUTURE PROFITS? 


Drilling & ~ Mission Corp of California 
Mission Development of Indiana 
Monterey Oi! Co. of Kentucky 
Oceanic Oil Co. > 0. of New Jersey 
Ohio oil Co. é 8.0. of Ohie Co 


American Petrofina 
Amerada Petroleum 
American Maracaibo 
Anderson -Prichard 


Atlantic Refining 
Aztec Oi! & Gas 
Barber Oi! Corp. 
Basin Oil of Calif. 
Bayview Oi! 
British Petroleum 
Cities Service Oil 


Creole Petroleum 


il 
Gr. Cakes Oil & Chem. 


Gulf Coast Leaseholds 


Hiawatha Oi! & Gas 
Holly Oil Corp. 
Honolulu Oi! Corp. 
Humble Oil & Refin. 
Husky Oi! of Del 
International Pet. 
Intex Oil 
Israel-American Oi/ 
israel-Mediter. Oil 
Kern County Land 
Kerr-MeGee Oil Ind. 
Kewanee Oi! Corp 
Louisiana Land & Ex. 


Pancoastal Petroleum 


Phillips Petroleum 
Plymouth Oil Co 
Pubeo Development 
Pure Oil Co 

Quaker State Oi! Ref. 
Richfield Oil Corp. 
Royal Dutch Pet 
San Jacinto Pet. 
Seaboard Oi! Co 
Shamrock Oil & Gas 
Shell Oil Co 

Signal Oil & Gas 
Sinclair Oil Corp. 


Sun Oi! Co 

Sunray Mid-Continent 
Superior Oj! of Calif 
Tejon Ranch Co 

Texas Co 

Texas G. Producing 
Texas Pacific & Oi! 
Texas Pacifie L. Tr 
Tidewater Oi! 

Toklan Oi! Co 

TXL Ol! Corp 

Union Oil & Gas Corp 
Union Oil of Calif. 
Universal Cons. Oj! 
Venezuela Syndicate 
Western Natural Gas 


Crescent Corp. 
Crown Central Pet. 
Dethi-Taylor Oil 
Douglas Oi! of Calif. 


Magma Oi! Corp. 
Maracaibo Oi! Explor. 
Middle States Petrol. 
Midwest Oi! Corp. 


Skelly Oil Co White Eagle Oi! 
Socony-Mobil Oil Wichita River Oi! 
South Penn Oil Co. Witleox Oi! Co 
Southland Royalty Oi! Woodley Petroleum 

One of the 6 companies we have selected is rapidly expanding in 
directions presaging steeply rising reserves and growing income 
including a solid position in one of the richest foreign oil plays cur- 
rently in progress. 

Another has more than 2-and-a-half times as much oil behind each 
of its shares as Jersey Standard. Yet, it sells for a fraction of Jersey’s 
price. And we pick a third whose management has the same remarkable 
“nose for oil” that has made giants of many once-small oil companies 

. and fortunes for investors. 

You will find these stocks, and 3 more, completely detailed in our 
new Report... 


"6 EXCITING LOW-PRICED OIL STOCKS 
TO BUY NOW FOR LARGE INDEPENDENT MARKET CLIMBS" 

This Report is yours, together with our latest BU Y-HOLD- 
SWITCH RATINGS on the 101 Key American Oil and Gas 
Stocks listed above—and a 5-week trial subscription to the Oil 
Statistics Bulletin and the Canadian Oil Reports .. . for the 
introductory rate of $5.00. 


OIL STATISTICS co. Babson Park, Mass. a 


Gentlemen: Yes, send me at once 
your new report “6 Exciting Low 
Priced Oil Stocks To Buy Now For 
Large Independent Market Climbs’’ 
and your latest Buy-Hold-Switch 
Ratings on 101 Key American Oil 
and Gas Stocks. Enter my 5-we 

trial subscription to the Oil Sta 
tistics Bulletin and the Canadian 
Oil Reports at a special price of 
$5. (New readers only.) 


C1) I enclose $5 [] Please bill me 











$14,000 A YEAR 
...NOWIAM 
REALLY LIVING! 


By a Wall Street Journal 
Subscriber 


A few years ago I was going broke on 
$9,000 a year. High prices and taxes were 
getting me down. I had to have more 
money or reduce my standard of living. 

So I sent $6 for a Trial Subscription 
to The Wall Street Journal. I heeded its 
warnings. I cashed in on the ideas it gave 
me for increasing my income and cutting 
expenses. I got the money I needed. And 
then I began to forge ahead. Last year 
my income was up to $14,000. Believe 
me, reading The Journal every day is a 
wonderful get-ahead plan. Now I am 
really living! 

This story is typical. The Journal is 
a wonderful aid to men making $7,000 
to $20,000 a year. To assure speedy de- 
livery to you anywhere in the U.S., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6.Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. FM 5-1 








STANDARD & POOR'S ALL-NEW 


SPRING FORECAST 
Which 281 Stocks te Buy and Sell ! 


Will feature these confidential new ‘‘buy’’ lists: 
14 Stocks to Outgain Coming New Infla- 
tion. 15 Stocks in New Science-Research 
Boom. 24 Underpriced Stocks That Can 
Ge Up. 27 Good Quality Low-Priced Stocks. 
18 Dollar- Averaging Growth Stocks. 15 
Candidates for Stock Splits. 12 Tax Ex- 
empt (Municipals)! EXTRA! New Switch 
List of 74 Stocks That Should Be Sold Now. 
Simply mail $1 with this Ad, your name, 

$ address for S & P’s New Spring Fore- 
cast plus next 3 weekly issues The Out- 
look, one of America’s foremost invest- 
ment services.(A $6 value!) New readers 
only. Subscribers covered. 


STANDARD & POOR'S CORPORATION 


World's Largeat Statistical and Investment 
Advisory Organization, Established 1860 


345 Hudson Street, New York 14, N.Y. A646-172 








Trade Commodities 


But Get Facts First 


Learn how professionals time their 
trades. How and when to spread. When 
to use stop loss orders. How the market 
may be measured to determine price 
trends. How to stay with the long trend 


and trade the intermediate. 


A revealing wealth of information is 
contained in our book “How To Trade 


Commodities for Profit". 


Send $1.00 for a copy and we will in- 
clude free of charge a 3 weeks trial 
of our complete commodity service plus 


our profit record 
beans for the past 4 years. 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, Calif. 


for wheat and soy- 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


What Shall I Buy? 


Tus is my twenty-fifth year in Wall 
Street. One should think that with a 
lot of education and experience behind 
me I'd be prepared for this question: 


| What shall I buy? Still, it stumps me 


| particularly 


| closed-end investment trusts: 


| occasionally. It seems such a plain and 
| simple question that it should be an- 
| swered clearly and without equivoca- 


tion. Yet sometimes you feel like the 
doctor who is asked for a diagnosis 


| and prescription over the telephone. 


Investment advice, similarly, has to 
be tailored to fit the individual, 
at times when condi- 
tions are even more uncertain than 
usual. 

Those of us who are sincere and 


| aware of the burden of responsibility 
| that goes with the handling of other 
| people’s money would like to preface 


every suggestion or recommendation 


| by a lot of ifs, whens, provideds, buts 
and howevers. 
| what the reader does not want. 


But that is exactly 
He 
has his own doubts and apprehensions, 


| and he looks to us, the financial ana- 
| lyst and writer, for clarification and 
| decision. Sometimes, when I sit down 
| to write this column, I am most pain- 
| fully aware of this obligation towards 


each and every one of ForseEs’ readers. 

Whenever I am not quite sure of my 
own convictions I like to look over 
the shoulders of the big fellows who 
have the resources and should have 
the knowhow to solve the really tough 
investment problems. But what I find 
is not very helpful to me, and 


| you, the reader, will find it equally 


confusing. 

Here are two examples: in the final 
quarter of 1957 the world’s largest 
mutual fund with assets approaching 
the billion dollar mark bought 30,000 
shares of Chrysler, increasing its hold- 
ings to 130,000 shares. (The fund also 
held 675,000 shares of General Motors 
and 155,000 shares of Ford at the year- 
end.) Last month, this mutual fund 
dumped its entire holdings of 130,000 
shares of Chrysler at the lowest price 
in nine years. They either made a bad 
purchase late last year or a_ bad 
sale in April, but somebody really 
goofed. 

Now take another example involv- 
ing two of the most highly regarded 
in the 
first quarter of 1958 ‘Tri-Continental 
Corp. ($320-million assets) sold 4,400 


| shares of National Lead; during the 


same period The Lehman Corp. ($208- 
million assets) bought 10,000 shares of 
National Lead. Of course, only one of 
the two transactions was the right 


one, but whose? 

I am citing these 
examples not be- 
cause I am trying 
to build up an 
alibi for some of 
my past recom- 
mendations but to 
point out that even the brainiest out- 
fits make mistakes (which is no re- 
flection on their record and prestige) ; 
and that two experts will analyze the 
same stock at the same time, and one 
will conclude that it is a good buy, 
while the other decides that the in- 
vestment in it should be reduced. * 

Now we come back to this question: 
What shall I buy? I take for granted 
that every investor has all the utility 
stocks he wants to have in proportion 
te his over-all position. They have 
been wonderful as income producers 
and portfolio stabilizers. But they are 
at their all-time high and anything 
but cheap. I'd buy them only for a 
brand new investment account in lieu 
of bonds, but I do not recommend that 
an increasing percentage of available 
funds be placed into this industry. 

With everybody worrying about the 
recession the popularity of safe, in- 
come-producing stocks, primarily in 
the consumer goods field, has grown 
to a point where it has become a fad. 
Procter & Gamble at 60 is hardly a 
bargain, with all due repects to its 
splendid record and superior quality. 
Others, of lesser standing, have ap- 
preciated proportionately. Over the 
near term, quite possibly, American 
Tobacco may be a more comfortable, 
and perhaps even more profitable, in- 
vestment than U.S. Steel or General 
Electric; but in the long run this is 
likely to be a different story. (Inter- 
estingly enough, virtually all major 
institutional investors own large hunks 
of G.E. and Big Steel, but there is 
hardly one that holds American 
Tobacco.) 

With much, if not most, of the cream 
taken off the good defensive-type 
stocks there is a tendency towards 
downgrading of quality. Since all con- 
sumer goods stocks are believed to be 
recession-resistant, considerable in- 
terest has developed for two groups 
which not only fall into this category 
but also are statistically cheap; meat 
packing and textiles. I appreciate the 
relatively favorable position of both 
groups at this time, but I am com- 
pletely unconvinced that a funda- 
mental change has taken place to alter 
the long-range outlook of either in- 
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dustry whose past investment record 
has been just plain miserable. As a 
speculation, maybe; an as investment, 
no. 

For those seeking an investment 
that might be comparatively immune 
to present adversities I would like to 
suggest: 

Avon Products (54). 
maker of cosmetics and toiletries (an 








A leading | 


industry that is bigger than the drug | 


industry) with a unique direct sales 
organization, Avon has a superior rec- 
ord of growth, a high and remarkably 
stable profit margin, and great finan- 
cial strength. A modest, but rising 
cash dividend, $1.40 a year at present, 
is supplemented regularly by stock 
dividends. 

Springfield Fire & Marine Insurance 
(46). The-fire and casualty insurance 
business has not been profitable for 
the past couple of years, although the 


earnings outlook is improving. There | 
however, 


are compensating factors, 
such as 1) a year-end 1957 book value 
of $91.09 a share, or about twice the 
present market price of the stock; 2) 
an unbroken dividend record going 
back to 1867, the present rate being 
$2 a share; 3) a merger proposal with 
Monarch Life Insurance to be acted 
on in May which should prove bene- 
ficial for the stockholders of Spring- 
field Fire. 

Deere & Co. (30). The farmer is 
not a victim in this recession, and this 
leading maker of farm implements and 
fertilizer should come close to match- 
ing last year’s excellent earnings of 
nearly $4 a share. The $1.50 regular 


What Is a Warrant? 


In the first place, why should you care? Well, warrants have shown far greater 
appreciation than any other type of stock in past markets and probably will do 
so again. For example, in the past decade, the common stock warrants of Atlas 
Corp., Tri-Continental, Richfield Oil, United Corp., and R.K.O., to name some, 
showed $500 investments appreciating to as much as $100,000 in a few years! 


WHAT IS A WARRANT? A warrant is issued by the company itself giving 
you the right to buy company stock at a certain price for a specified period of 
time, which may be 1 year, 5 years, 10 years or with no limit at all, some war- 
rants being perpetual (such as Tri-Continental). To see how such warrams can 
become very valuable look at the R.K.O. chart. In 1940 R.K.O. reorganized and 
warrants were issued which gave the right to buy R.K.O. common stock at $15 
per share*at any time up to 1947. In 1942 R.K.O. common stock was selling 
around $2.50 and with general pessimism rife, the warrants were selling on the 
N. Y. Curb for 614 cents. Obviously few expected R.K.O. to sell above $15, 
where the warrants would begin to have actual value. How the picture changed 
in 4 years! As we see in the chart, R.K.O. common advanced to $28 and the 
warrant being the right to buy at $15, was selling at $13. 
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Why is a warrant so unique a vehicle for apprecia- 
tion? When R.K.O. common went from $2.50 to 
$28, a $500 investment went to $5,625. When R.K.O. 
warrants went from 64%c to $13, the same $500 
investment went to $104,000. The warrant appreci- 
ated 20 times as much as the common! 
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What about warrants in this market—today? There 
are more important long-term warrants actively 
trading today than at any time in the past 20 years. 
Among them are the warrants of General Tire & 
Rubber, Mack Trucks, Alleghany Corp., Sheraton 
Corp., Atlas Corp., Armour, Kerr-McGee, Molyb- 
denum Corp. of Amer., Sperry Rand and Tri- 
Continental to name just a Fes b 
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Every investor interested in capital appreciation should know what oppor- 
tunities exist in warrants. He should know why warrants are issued, exactly what 
they are, how they may be profitably bought and sold, and what warrants trade 
in today’s market. He must study all of this carefully because in the hands of 
the uninformed, warrants hold at least as much danger as promise. If you 
are interested in capital appreciation the best $2 investment you can make is 
in purchasing a copy of 


THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS 


By Sidney Fried eww 2 ew ew es Se 


R. H. M. ASSOCIATES, mia 
220 Fifth Ave. N.Y. 1, N. Y. (RHV, 
Please send me ‘The 


Speculative Merits of Common Stock 
‘arrants’ by Sidney Fried, together 
with Supplement. 


dividend is the minimum expectation. 
Flintkote (41). The residential 
building outlook is at least average 
for the near-term and unquestionably 
good for the next five to ten years. The 
industry is an immediate beneficiary 
of the easy and ample credit policy 
now being pursued as an anti- 
recession measure. Flintkote, which 
last year added cement to its broad 
range of building materials, has a re- 
markably steady earnings record. For 
the past six years earnings have fluc- 
tuated within a comparatively narrow 
range between $3.40 and $3.88 a share. | - 
No major deviation from this level is | 
indicated for 1958, and the present 
$2.40 dividend seems secure and may 
possibly be again supplemented by a | 
small stock dividend. | 


This book has earned the highest praise 
from some of the best minds in the se- 
curities field and from a host of average 
investors for its clarity of style and the 
worth of its information. It gives you the 
whole story of the common stock war- 
rant. It also contains a full description of 
more than 100 outstanding warrants, and 
describes a method by which you can 
take advantage of current opportunities 
im warrants in today’s market. For your 
copy, fill in the coupon, attach $2, and 
mail immediately. Or send for free de- 
scriptive folder. 


Attached is $2. 


NAME 


STREET 


CITY 








| FREE Report ELECTRONIC-MISSILE STOCK 
I CAPITAL GAINS CANDIDATE * Price Approx. $9. ° Cash Dividend Approx. 4% 


* Firm important contributor to 
} ATLAS - JUPITER - THOR - TITAN- 
| 1 BOMARC, etc., in ICBM program. 
*% Internationally recognized sci- 
eniist heads firm. 
I. Blue chip list of customers— 
Is 
I, 





Phone or write for free report 


Amos Treat & Co., Inc. 


79 Wall Street BOwling Green 9-2520 New York 5, N. Y 


Please send me your report, Fl, on recommended missile stock 


PHOTO CREDITS 
Wide World 
Pix, Free Lance 
Wide World 
Wide World 

: Devaney 

: Wide World 

: Culver 
Bettmann 


Page 
Page 
Page 
Page 
Page 
Page 
Page 
Page 


Record backlog of orders. 
In past 5 yrs. Sales IN- 
CREASED 829% — Earnings 
2109%. 

impact of missile program, 
plus solidly established in- 
dustrial business, indicate 
continued upward profit 
trend. 
Cee ee 


Name 


Address 


City Zone 


State 
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crix" THE PAPER INDUSTRY... 


Crown Zellerbach 
Cy Seat 9 stocks for new profits? 


C) Union Bag With consumer use up 106% since 1945, spectacular new applications 
in the packaging and building fields may boost this growth industry to 

O Mead Corp. new highs. Technical market patterns further tend to favor a rebound 

International from current prices. Two dynamic stocks may reap maximum profits 

oO ae | such - upsurge. One, the world’s leading pesoueer ce ee 
i wadding and tissues enjoyed a healthy 5% price gain in the unsettle 

0 Champion Paper and critical July 1957-April 1958 period. We believe a second, yielding 


oO Great Northern a stable 4.7% may witness up to 50% appreciation in the next 18-24 
months. 


ACT NOW to receive this special industry-wide survey PLUS the Investors Research 
six page service for the next 5 weeks. Simply mail $1 with the coupon 
below. Refund Guarantee Applies. 


INVESTORS RESEARCH” 


‘ 
Company (Dept. F-52) Please air mai! Bulletin on the Paper 
922 Laguna Street Industry plus 5 week trial subscrip- 
Ss nt Barl ara Calif tion. Enclosed is $1. * 
santa » 5 & ° 
RESEARCH Name 
_ . —— Address 
*Serving Investors in 48 states and 20 foreign nations. 


R. J. REYNOLDS 


TOBACCO 
COMPANY 


QUARTERLY DIVIDEND 


A quarterly dividend of 90 cents per 
share has been declared on the Com- 
mon and New Class B Common stocks 
of the Company, payable June 5, 
1958 to stockholders of record at the 
close of business May 15, 1958. 

W. J. CONRAD, 


Winston-Salem, N. C. Secretary 
April 11, 1958 


Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 

CARTER HALL 

smoking tobacco 





TENNESSEE 
GAS 


TRANSMISSION COMPANY 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 

DIVIDEND share has been declared on the Common 

NO. 43 Stock, payable June 16, 1958 to stock- 
holders of record on May 23, 1958. 


J. E. IVINS, Secretary 

















THE FUNDS 


CAUTION 


THE recession may have rolled over 
Main Street, but you would have 


| trouble telling it by the latest figures 
| released last month by the National 
| Association of Investment Companies. 
| For the first quarter of 1958, the 
| NAIC’s 144 member mutual funds re- 


ported total net assets up 8.6% from 


| $8.7 billion on December 31 to $9.5 
| billion on March 31. Most of that 
| gain represented market appreciation, 
| with the Standard & Poor’s 500 Stock 


Average up 5.3% in the interim: net 
sales of the funds actually slipped by 


| about 9% (to $242 million) in the 


first quarter of 1958 as compared with 
the first three months of 1957. 

As usual, the NAIC figures showed 
that the mutual funds, with fresh 
money pouring into their coffers 


| every day, bought more securities 


than they sold. But the funds were 
obviously in less of a buying mood 
last quarter. In the three months 
ending March 31 they bought only 
$163.1 million more than they sold. 
This compared with net purchases of 
$193.4 million in the December quar- 
ter and $215.1 million in the March 
quarter one year ago. 

The result, of course, was that the 
funds’ holdings in cash, U.S. govern- 
ment and short-term bonds rose by 
some $96.5 million, or 6.6% of their 
total net as against just 6% three 
months ago. 

Fairly buoyant sales notwithstand- 
ing, the funds seemed a little hesitant 
about following the market’s mild 
rally. 


CAUTIOUS STATE STREET 


CHAIRMAN Paut C. Casor and Presi- 
dent George F. Bennett are not the 
kind of men who would walk on the 
sunny side of the State Street Invest- 
ment Corp.’s $150-million portfolio 
without a prudent Boston eye for the 
pitfalls on the path to long-term capi- 
tal gain. In the March quarter, while 
the nation’s mutual funds as a whole 
were buyers on balance, cautious 
Cabot and Bennett sold $6.8 million 
more in stocks than they bought. For 
each $1 worth of stocks and corporate 
bonds that they sold from their port- 
folios, the mutual funds taken as a 
group bought $1.45 worth to replace 
it. But State Street, for each dollar 
it trimmed from its holdings bought 
back only 27c worth of securities. 
Not only the amount but the nature 
of Cabot’s cutback threw light on 
State Street’s view of the economy. 
Like their fellow Bostonians at Mas- 
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FUNDS I. ROWE PRICE The — describes 
Nee ARIKET. | | | GROWTH STOCK FUND, INC. 6 Fully 


; Administered 
OBJECTIVE: Possible long term Fund 


growth of principal and income. of GROUP SECURITIES, INC. 
OFFERING PRICE: Net asset value A mutual fund investing in bonds, 


. preferred and quality common 
per share. There is no sales stocks, “balanced” in’ accordance 
load or commission. with the judgment of professional 
management. 


Prospectus on request white 








Dept. B Addres 


10 Light Street Baltimore 2, Md. DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N. Y. 


























NOW EARN SAVINGS BY MAIL 
- St , z more today with 
pees yh safety ...dt Nevada's largest 
rate Savings and Loan Association. 


paid Thousands of save-by-mail 
quarterly account holders currently earn 
HHH 5% a year. Airmail postage 
— oo , , : : Ul pre-paid. Funds received by the 
sachusetts Investors Trust, Cabot and WITH SAFETY Fyre yy Peg yenty ben 
Bennett sold all of their Chrysler i the Ist. 
shares in the March quarter. They 


had also sold out completely such | MAIL rt AND tenn 
issues as Kaiser Aluminum, Texas “er FIRST WESTERN SAVINGS 43%: 
Co., U.S. Plywood, Tidewater Oil and | _DEPT.@ 118 So. Fifth Street - Las Vegss, Nevada 


United Gas, chopped down positions | § ju i, Neate et AO 's Oat 35 
in Ford and Continental Can. 


But at least one stock looked like sistas is dale equities): to 


a good buy te the State Streeters. In 





the first three months of 1958, Cabot 

and Bennett bought 56,300 shares of P ROV E ~ P RO F i T Ss 
Eastern Airlines. Their two other | o : 

purchases, neither new: J. I. Case | = Up to yAelele) to in 12 years- 


and Interprovincial Pipe Line. 


OIL ON TROUBLED WATERS ion fret onl enti beak to sovedt 


how $1,000 invested in Life Insur- 
WHATEVER State Street may be doing, ance Stocks can grow to $19,000 in 
the five trustees of Boston’s $1-billion twelve years—how $10,000 can 
Massachusetts Investors Trust clearly Se hap yr ay —— 
are not impressed by the current oil rue facts and figures...Snhows you 
glut. While most mutual funds how to SAVE ON TAXES. 


trimmed their oil holdings last quar- OVER 70,000 COPIES SOLD 
ter, the No. One common stock fund CHAPTERS — 

bought no less than eight oil-rich ‘ha Menete A Betier Way To Profits 
companies for its huge portfolio. The 2— How Your Profits he Made 
trustees established a new 138,800 


es 3—Let’s Look At The Record 
share position in Royal Dutch, added 4—A Depression-Proof Business 


to their Continental Oil, Gulf Oil, Sea- 5 — How To Select A Good Life 
board Oil, Standard of Indiana and | Insurance Stock MONEY BACK 
Texas Pacific Coal & Oil. They also 6— How To Save On Taxes GUARANTEE 


picked up more shares of Union Pa- Learn how you can share in the tremendous profits being made 

cific Railroad, famed for its oil re- in Life Insurance Stocks by informed investors. 

= ; Readers say —‘Best book on investments I have ever read’— 
What iS more, MIT added to its “You've shown me a better way to make money’—'The chapter on 

position in five natural gas producers taxes is worth hundreds of dollars’—‘Even my banker has 

with big oil income. The five: Ameri- opened his eyes’. 

can Natural Gas, Consolidated Nat- Pee ee a ane an sean aw ene en an se en eee eee ee 


+ BEST BOOKS INC.— 
ural Gas, Lone Star Gas, Northern - 1421 Lewis St., Denver 15, Colorado 


Natural Gas and Republic Natural | MAI L \ —— " $2. Please RUSH “How te Build « 
Gas. The trustees did not sell a single Fortune and Save on Taxes.” 


oil or gas stock, at the end of March NN saciiilbusitainsicibeseiainincecsisinsthlianiansciciceensini . 
had 22.5% of their assets in oil and | '@) Add 

3.6% in gas, compared with 21.8% T DAY/ as 

and 3.4% last December. g bee.) 
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KNOW a Stock’s Record Before You 


BUY e SELL e HOLD 
ORDER YOUR COPY NOW 
Investor’s 1945-1957 Stock Record 


for Comparing Stock Values 


See how each stock fared in poor years as well as good years before you make 
an investment decision in this uncertain market. The quickest way to judge the 
present status and values of stocks you own or consider buying is to compare their 
performances of past years. 


You can’t determine a stock’s current value unless you have its earnings and divi- 
dend record of previous years; and you can’t compare current prices with former 
prices unless you have a record of the hundreds of stock splits over the last thir- 
teen years. 


HERE YOU HAVE THE 13-YEAR RECORD 
of More than 1,000 Active Stocks 
on the New York Stock Exchange 
1945 - 1957 
EACH YEAR’S 


@ STOCK SPLITS @ PRICE RANGE 
@ DIVIDENDS @ EARNINGS* 


(*1957 Earnings as available up to Publication) 


Nowhere else can you find more quickly, more easily, or at lower cost, each stock’s 
per share performance record over 13 years—essential facts and figures you as an 
investor require to invest more wisely, more profitably, particularly in this uncer- 
tain period. 


THIS BOOK can be indispensable to your investment success in the critical 


months ahead. 


Buy it for $1.50 .... or Get it FREE! 


Return this “ad” today with $1.50 check for your copy of the 13-Year Record Book. 
Or get it FREE with a 6-months’ Trial Subscription to FINANCIAL WORLD’s 
4-part investment service—26 weekly issues of FINANCIAL WORLD; 6 monthly 
copies of “Independent Appraisals” rating 1,383 to 1.870 listed stocks; Personal 
Advice-by-Mail on any security that interests you as often a’ 4 times a month; PLUS 
the forthcoming $5 Stock Factograph Manual and the Stock Record Book .. . all 
for only $12. Additional saving—yearly subscription $20 with above services. 


Take your choice but order today. Supply of this Book is limited. 


FINANCIAL WORLD 


Dept. FB-51—17 Battery Place, New York 4, N. Y. 








—2THE INDIANA STEEL |] Texas PACIFIC COAL AND OIL COMPANY. 
“SPRODUCTS COMPANY ss orn, 


34th Consecutive Quarterly Dividend i Cash Dividend 


The Board of Directors of The Indiana Steel {| No. 195 

Products Company, at a meeting held April (| June 5, 1958 

10, 1958, declared a quarterly dividend of | % 

30 cents per share, payable on June 10, 

1958, to shareholders of record as of | 

May 23, 1958. At the regular annual meeting held April 16, 

ROBERT F. SMITH, President || | 1958, the Board of Directors declared a regular 

? | quarterly cash dividend of 25 cents a share, pay- 

April 10, 1958 | | able June 5, 1958, to stockholders of record at 

the close of business May 9, 1958. 


By R. Seibel, Secretary | 
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LURIE 


(CONTINUED FROM PAGE 38) 





| could be one of the more important 
| speculative “plays” of 1958. 


In similar vein of thought, inter- 
esting opportunities appear to have 
developed in the speculatively un- 
popular railroad group. For one thing, 
a number of roads—particularly those 
in the West—have pre-tax profit 
margins which would do credit to 
the chemical and drug _ businesses. 
Secondly, some relief from legislation, 
which has existed since the days 
when the railroads had a monopoly on 
transportation, now is likely. Thirdly, 
the rails are one of the two major in- 
dustries (the only other one is build- 
ing) likely to receive preferential 
government treatment in this difficult 
period. Fourthly, assuming the busi- 
ness decline has levelled off (and the 
president of American Telephone be- 
lieves that it has) the worst of the 
profit margin squeeze already has 
been witnessed. 

In a word, the better-situated rails 
have been “tarred” marketwise with 
the difficulties of the eastern roads 
In February, for example, the eastern 
roads had a deficit of $25 million, 
whereas rails in the West earned $12 
million and in the South $4 million 
As was noted several columns ago 
(Forses, April 1), the rails have an 
unappreciated ability to cut their cloth 
to a new pattern. Baltimore & Ohio 
offset a $9-million drop in March gross 
revenues with a $6-million decrease 
in operating expenses, with the result 
that net profits declined only $1 mil- 
lion. Equally important, a growing 
institutional interest is likely to de- 
velop in the strongly situated roads 
whose dividends are relatively secure 
—roads such as Atchison, Topeka & 
Santa Fe; Denver & Rio Grande; 
Southern Railway; Southern Pacific; 
Union Pacific; Western Pacific. The 
yields in more orthodox vehicles to- 
day is so low that a search is going 
on for new fields of investment. 

The latter observation points up 
another thought: the interest in con- 
sumer goods stocks—the so-called 
“depression-proof” businesses—may 
have been carried to an extreme. It’s 
a little late in the game to become en- 
thused about the drugs, the foods, and 
the grocery store stocks. Bearing in 
mind that this is an economy and 
markets which feature a series of 
short-lived cycles, more interesting 
opportunities today could be in cycli- 


| cal groups. 


| 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing. Rates on request. 
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CONSOLIDATED 
CEMENT 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of Con- 
solidated Cement Corporation 
has declared a quarterly divi- 
dend of 20 cents a share on the 
company’s common stock pay- 
able June 28, 1958, to 
stockholders of record at the 
close of business June 13, 
1958. The stock transfer books 
will remain open. 

HOWARD MILLER 


Treasurer 
April 21, 1958 








GENERAL 
PORTLAND 
CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Boord of Directors of General 
Portland Cement Company has this 
day declared a quarterly dividend 
upon its Common Stock of 45 cents 
per share, payable June 28, 
1958 to stockholders of record at 
the close of business on June 9, 
1958. The stock transfer books will 
remain open. 

HOWARD MILLER, 
. on 22,1958 Treasurer 














1 child in 10 


. .. born each year, 
may some day be a 
mental patient! 
UNLESS... 


we have more research, 
Clinics, and psychi- 
atrists to cut this 
terrible toll! 


9850Cig, 
e~\ % 
§ ("43 


*%, S&S 
Ta ve? 


Give! 
Mental Health 


Campaign 
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GOODMAN 


(CONTINUED FROM PAGE 41) 





U.S. Steel is one of the largest in- 
dustrial enterprises in the world; the 
company’s activities embrace a vast 
network of steel- and cement-making, 
mining, shipping, and fabricating 
operations. This company is strong 
in every way. Earnings for last year 
amounted to $7.33 a share after heavy 
charge offs for depletion and depre- 


ciation. Capitalization consists of | 


$216-million funded debt, 3,600,000 


shares of $7 preferred stock, and 53,- | 


700,000 shares of common stock. The 
range of the stock in the last two years 
has been 73-48. Present price, around 
58; current dividend, $3. In the middle 


| or low 50s, I would rate U.S. Steel as 


very attractive. 

Youngstown Sheet & Tube, the 
sixth largest steelmaker, is a well 
managed company whose capitaliza- 
tion consists of $95-million funded 
debt and 3,441,000 shares of stock. 
Earnings last year amounted to $12.35; 
dividend amounted to $5.50. Range 


of the stock in the last year: 123-66. | 


A merger with Bethlehem has been 


proposed, with the Dept. of Justice | 
trying to block it. Prospects might 


be influenced by the outcome of the 
court contest. Nevertheless, Youngs- 
town Sheet & Tube is one of the most 
attractive steel stocks on its own 
merits alone. 

In general, I believe purchasers of 
steel stocks who have patience will be 


well rewarded. 


The same reasoning regarding the | 


steel stocks, I believe, applies equally 
to the automobile and aluminum 
stocks, comment on which will be 
given in a future article. 


HOOPER 


(CONTINUED FROM PAGE 43) 





bond prices are being scientifically 
manipulated. If this is an inflationary 
economy, the interest you receive on 
your bonds probably will not be as 


large as the depreciation in the dollar | 


you lend; think it over... . 

The thing to watch for in the Aver- 
ages right now is a break-out from 
the trading range which has been 
about 435-460 in the DJ Industrials 
and 40-42 in the Standard & Poor’s 


composite. What happens will de- | 


pend more on psychology than funda- 
mentals over the near term. The 
joined issue between the recessionary 
forces in the economy and the econ- 
omy managers will not be decided 
until well into the summer, even if 
the stock market makes it look other- 
wise from time to time. 








Southern California 
Edison Company 
DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 

Dividend No. 33 

25/2 cents per shore; 
CUMULATIVE PREFERRED STOCK 
4.24%, SERIES 

Dividend No. 10 

26/2) cents per shore; 
CUMULATIVE PREFERRED STOCK 
4.78% SERIES 

Dividends Nos. | and 2 

34.190 cents per share; 
(Dividend No.1 of 4.315 cents per 
shore was declared Februvory 10.) 
CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 42 

30/2 cents per shore. 





The above dividends are pay 
able May 31, 1958, to stock- 
holders of record May 5 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


P.C, HALE, Treasurer 








April 17, 1958 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable June 2, 1958 
to stockholders of record at the 
close of business April 18, 1958. 
BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 











Uniteo States Lines 


Co MPANY 
Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable June 6, 1958, 
to holders of Common Stock of record 
May 16, 1958. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 








ON THE 


THOUGHTS BUSINESS OF LIFE 


I have never got over my surprise 
that I should have been born into the 
most estimable place in the world, 
and in the very nick of time, too. 

—Henry D. THorEAv. 


A man should stop his ears against 
paralyzing terror, and run the race 
that is set before him with a single 
mind. —Rosert Louis STEVENSON. 


If you won all, but lost your self, 
then your whole gain was nothing but 
a wreath around a cloven brow. 

—HEnrIcK IBSEN. 


One man with courage makes a 
majority. —ANDREW JACKSON. 


It is an article of faith in my creed 
to pick the man who does not take 
himself seriously, but does take his 
work seriously. —Micnaet C. CAHILL. 


Most men can swing a job but they 
are floored by a title. The effect of a 
title is very peculiar. It has been used 
too much as a sign of emancipation 
from work. It is almost equivalent to 
a badge bearing the legend: “This 
man has nothing to do but regard him- 
self as important and all others as 
inferior.” —Henry Foro. 


All greatness is unconscious, or it is 
little and naught. 
—Tuomas CARLYLE. 


Life admits not of delays; when 
pleasure can be had, it is fit to catch 
it. Every hour takes away part of the 
things that please us, and perhaps 
part of our disposition to be pleased. 

—SAMUEL JOHNSON. 


The best rosebush, after all, is not 
that which has the fewest thorns, but 
that which bears the finest roses. 

—Henry Van Dyke. 


We are apt to say that money talks, 
but it speaks a broken, poverty- 
stricken language. Hearts talk better, 
clearer and with wider intelligence. 

—WILLIAM ALLEN WHITE. 


Pride is a deeply rooted ailment of 
the soul. The penalty is misery; the 
remedy lies in the sincere, life-long 
cultivation of humility, which means 
true self-evaluation and a proper per- 
spective toward past, present and fu- 
ture. —Rosert Goris. 


50 


If what we already know were 
simply applied to all the agricultural 
land of the world and the problem of 
proper distribution were given con- 
sideration, the worlc could feed itself 
well. —Lovuis BROMFIELD. 


Iron rusts from disuse, stagnant 
water loses its purity, and in cold 
weather becomes frozen; .even so 
does inaction sap the vigors of the 
mind. —Leonarpo Da VINCI. 


B. C. FORBES: 


We grow on what we feed. It 
is extremely important for am- 
bitious employees, junior exec- 





utives, as well as directing 
heads of businesses, to select 
their reading discriminatingly. 
They must, to function with 
maximum efficacy, keep posted 
on the kaleidoscopic changes in 
our economic conditions, nation- 
al and international events of all 
kinds, they must keep their 
eyes wide open for suggestions 
adaptable to their own activi- 
ties, they must seek inspiration, 
encouragement, stimulation, 
knowledge from books and pub- 
lications providing such mate- 
rial. I repeat, we grow on what 
we feed. 








A business man’s judgment is no 
better than his information. 
—R. P. Lamont. 


The circumstances of the world are 
so variable, that an irrevocable pur- 
pose or opinion is almost synonymous 
with a foolish one. —W. H. S—Ewarp. 


The Communist, seeing the rich 
man and his fine home, says: “No 
man should have so much.” The Cap- 
italist, seeing the same thing, says: 
“All men should have as much.” 

—PuHELPs ADAMS. 


Peace is not merely an absence of 
war. It is also a state of mind. 
—JAWAHARLAL NEHRU. 


Given three requisites—means of 
existence, reasonable health, and an 
absorbing interest—those years be- 
yond sixty can be the happiest and 
most satisfying of a lifetime. 

—E. E. Catkrns. 


You will never “find” time for any- 
thing. If you want time you must make 
it. —CHARLES BuXxTON. 


This is the final test of a gentleman: 
his respect for those who can be of no 
possible service to him. 

—WILLIAM Lyon PHELPs 


Your participation in a business is 
a sacred entrustment. So is your 
knowledge of its affairs. Never dis- 
cuss them outside of business. 

—Dr. THomas Tapper. 


Discretion of speech is more than 
eloquence. —Francis Bacon. 


It is my experience that personal 
advertising—the use of the pronouns 
“You” and “I’”—is generally the most 
successful. —E. A. RATcLirre 


If advertising can be accused of 
making people live beyond their 
means, so does matrimony. 

—Bruce Barron. 


The uncivilized make little progress 
because they have few desires. 
—Catvin Coo.ince. 


The highest function of conserva- 
tion is to keep what progressiveness 
has accomplished. —R. H. Futton. 


Logical consequences are the scare- 
crows of fools and the beacons of 
wise men. —T. H. Hux ey. 


The origin of all science is in the 
desire to know causes. 
—WILLIAM HAZLIrTT. 


To tremble before anticipated evils, 
is to bemoan what thou hast never 
lost. —GOETHE. 


Lawless are they that make their 
wills their law. —SHAKESPEARE. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 








A Text... 


And above all things have fervent charity 


among yourselves: for charity shall cover the 


Sent in by W. A. Wickham, De- 
troit, Mich. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


multitude of sins. Use hospitality one to an- 
other without grudging. 


—I Peter 4:8-9 





Forses, MAY 1, 1958 





“your copy 


Ut 


4 





The “Thermo-Fax” Copying Machine... 


...compare copy methods; you’ll use this one! 


You’ll use it because here is the world’s 
cleanest, simplest way to copy. Only 
‘““Thermo-Fax’”’ Copying Machines give 
you an exclusive dry process copying 
method that is completely All-Electric. 
No chemicals. No liquids. You make 
copies in 4 fast seconds for as little as 5¢ 
each. Try it in your own office on letters, 


* MINNESOTA MINING & MANUFACTURING COMPANY~-where RESEARCH is the 


Minnesota Mining & Manufacturing Company, Dept. 


orders, reports, or any forms you now 
must retype or duplicate. You'll see how 
the truly modern simplicity of dry process 
copying makes other copy methods old- 
fashioned. You'll see a brand new way 
to save time and money. Call your near 
by dealer for your 4-second demonstra 
tion now, or send coupon for full details. 


QB-518, St. Paul 6, Minnesota 


in just 


seconds” 


— 


r\.‘€ 
4 \ae 
ha SX 


IN 4 SECONDS 


key to tomorrow 


Send me a copy of your informative new book, ‘‘Better Business Communications,” and full details on clean, dry 


00 en <x 


, Thermo-Fax 


We seanc™ 


‘S COPYING PRODUCTS 
COMPANY 


The terms ‘“‘Thermo-Fax"™ and “Secretary” are trademarks of Minnesota 





Ltalie Styling € 








A NEW CONCEPT OF EXECUTIVE ENVIRONMENT 


... dramatically achieved through the tasteful inter- 
mingling of exciting new materials, colors and design. 
Limitless in variation, Italic Styling can be tailored to 

the precise character of the business — the personality 


and taste of the executive. 


To acquaint yourself with this magnificent furniture, the 
focal point of Italic Styling, and our complete interior 
design services, call your GF dealer or branch, 

or write for your full-color Italic Styling brochure. 
GF Studios, Dept. G-11, Youngstown 1, Ohio. 
Division of The General Fireproofing Company. 


¢ Italic Styling BY GF STUDIOS 





